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N the present period of defense operations, the credit granters of 
the country play a most important part—that of avoiding any infla- 


tionary tendency brought about through neglected accounts. It is, 
therefore, the credit executive’s first duty to see that his customer obliga- 
tions are kept in a liquid condition at all times. Your National Office 
has prepared collection helps for just this purpose. A folder showing 
actual samples of Stickers, Inserts and other collection stimulators is 
available without charge. Write for one TODAY. 
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The first fall meeting of the Associated 
Credit Managers of Columbus, Ga., a newly 
organized National Unit, was held Septem- 
ber 26, with 108 present. Talks were made 
by President Bolen and myself. Third 
District President and National Director 
J. H. Riggs of Jacksonville, Fla. was 
present as were delegates from Greenville 
and Dothan, Ala. 


x * * 


President Bolen and I were guests at an 
informal luncheon tendered by the Officers 
and Directors of the Atlanta Retail Credit 
Association on September 27. Activities 
of the Association for the ensuing year 
were discussed, and Secretary Gilbert in- 
formed Mr. Bolen that six new National 
‘members had been secured. 


* * * 


At the annual meeting of the Associated 
Credit Bureaus of Iowa, held in Des Moines, 
October 6, the delegates voted unanimously 
to cooperate in organizing National Units 
throughout Iowa. Advantages of such 
affiliation were stressed by President Bolen 
and Past-President C. M. Reed. As a 
starter, L. E. Hedrick, Secretary, Associated 
Credit Bureaus of Iowa, presented Mr. Bolen 
with ten applications, representing a new 
National Unit at Ames. 


s & 


An interesting and enthusiastic meeting 
of the Convention Committee of the Retail 
Credit Association of New Orleans, was held 
September 22 and 23. The Committee, 
numbering 40, includes all past presidents 
of the Association, who are to act in an 
advisory capacity. Programs for the gen- 
eral sessions, group meetings, and enter- 
tainment, and various methods of publiciz- 
ing the 30th Annual Conference and Credit 
Sales Forum were discussed fully. The 
Committee Chairmen expressed themselves 
as ‘‘ready to go’’ and they were promised 
the cooperation of all present. If willing- 
ness and hard work, plus the desire to 
please, will put over a National Convention, 
the success of the 1942 meeting is assured. 


* * * 


En route from New Orleans to Birming- 
ham, President Bolen and I stopped at 
Mobile for luncheon with several of the key 
credit managers, including Past National 
Director John J. Mason and President of 
District 4, Jacob J. Reiss. The following 
day we attended the regular weekly lunch- 
eon of the Associated Retail Credit Man- 
agers of Birmingham. Brief remarks were 
made by Mr. Bolen, who was introduced by 
Past President L. M. Karpeles, and myself. 
That evening we were honored at a dinner 
party at the Tutwiler Hotel. 


L. 8. Crowder 
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Mr. Gilbert's letter is proof that you should get all the facts on 
Remington Rand's new Unified Credit Record with Non-Descrip- 
tive Cycle Billing. Write today for free study of our 35-page, 
fully illustrated Management Controller No. 622 which clearly 
presents all the benefits of this new plan. Or, ask to view our 
20-minute color movie on this same subject with additional 


sequences showing Descriptive Cycle Billing. Write today. 


REMINGTON RAND INC. 


SUFFALO, N.Y. 


Remington Rand Products... Better at First... Stay Better Longer 
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Old Drivers 





In New Economic Vehicles 


Delbert Draper 


Attorney at Law, Salt Lake City, Utah 
An address delivered at the Annual Conference, Ninth District, National Retail Credit Association, Salt Lake City. 


is title may strike you asa little bizarre. It was 

meant to arrest your attention, but it is sincerely 

hoped that what I shall have to say will be neither 
bizarre, fantastic, nor radical. 


In the last analysis, the economic life of a community 
must conform to the will of its people, but if its people 
are wholly ignorant of economic and social forces, things 
are likely to end in chaos. Ordinarily, people are per- 
fectly willing to turn their economic vehicles over to 
experienced drivers to get them through to a desirable 
destination. On the whole our drivers, self-appointed 
or otherwise, have done a reasonably good job in the past. 
Naturally there have been some bad collisions, some 
violent skidding and flying off the road, resulting in 
public liability and property damage, but still we are 
able to boast that the American people are better provided 
for than any other peoples in the world. Notwithstand- 
ing this, we often get pretty panicky about our drivers 
and indulge in a great deal of back-seat driving. I am 
playing the role of a back-seat driver now, and knowing 
how unhelpful a back-seat driver can be you may treat 
my suggestions with a little contempt. 

The analogy between real vehicles and figurative 
economic vehicles is rather close. Mishaps with real 
vehicles arise from a number of causes. Vehicles wear 
out and become unsafe. New vehicles are invented which 
make travel in old vehicles either unsafe or wholly im- 
practical. Some drivers have defective vision and some 
of them get drunk, with liquor or power, and sometimes 
back-seat drivers wholly upset the man holding the reins 
or steering the wheel. And so it is with economic vehicles 
and economic drivers. 

I heard of a driver once who jerked the bottom out 
of his decrepit hack by starting too quickly so that he 
had his passengers pounding their 
feet on the pavement for some time 
before he discovered their plight. 
The bottoms of many of our vehicles 
have been jerked out, and many of 
us are running on our economic up- 
pers at this very moment. It is of 
the utmost importance that we 
should understand as much as we can 
of the drift of things. It is pretty 
obvious to begin with that the World 
War makes it difficult for us to know 
from day to day what is happening, 
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what will happen in our economic lives, and what kind 
of a world we shall have to live in when it is all over. 


Our aspirations and longings find expression in two 
oft-repeated demands: ‘We must preserve the American 
way of life’ and “We must establish security for our 
people.” The thought back of these statements is the 
same; it is a cry for security, security in our liberties and 
security against want. Those who have been, and now 
are successful, are the ones who cry for the preservation 
of the American way of life, and those who are short 
on the good things of life are the ones who cry for 
security from want, even though it be at the expense of 
the successful. There can be no security for the un- 
successful if the successful are insecure; and the success- 
ful cannot forever remain secure if they ignore the 
plight of the unsuccessful. In other words, human beings, 
high and low, are interdependent. This is an old truth, 
but our conduct in the past has been more consistent with 
the doctrine of the survival of the fittest than the doctrine 
of the brotherhood of man. We pay lip service to the 
fatherhood of God and the brotherhood of man, but we 
spend most of our time devising ways and means of 
taking the other fellow’s earnings and property for our- 
selves, by what we call legal means. 

The time has come when we must supplement our lip 
service with humanitarian action; with mutual helpful- 
ness voluntarily rendered, ‘and as true believers in the 
doctrine, or we shall learn our lesson through sorrow, 
mutual privation and suffering. It has come to pass that 
the weak are no longer helpless. The underprivileged 
have learned to combine, and in union they have found 
strength—strength at the ballot box—and so long as 
the ballot is respected and upheld they can “soak the 
rich,” who now recognize this in consternation. And 

so we hear the oft-repeated appeal to 
“= ; 
preserve the American way of life, 
the system of free enterprise. 

What is this system of free enter- 
prise? If an ardent defender of the 
system describes it you will be more 
impressed than if I try to define it. 
Mr. Charles E. Wilson, President 
of General Electric Company, speak- 
ing before the American Institute of 
Engineers, January 29, 1941, frankly 
called the American Free Enterprise 
System the Capitalistic System. To 
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me the admission came like-a fresh breeze, because I have 
long suspected that the beautiful phrase, “American Sys- 
tem of Free Enterprise,” is just perfume squirted over a 
slightly odorous capitalistic system. Mr. Wilson senses 
the presence of the odor because he says that the Amer- 
ican Free System is the capitalistic system in its most 
constructive form. Here is a tacit admission that it has 
a destructive form. This gives us a starting point; a 
chance to be honest; a chance to preserve the construc- 
tive form of capitalism if it is worth saving; and a 
chance to ward off its destructive form if we can learn 
to distinguish one from the other. Constructive capital- 
ism is the system that gave us high skyscrapers, magnif- 
icent schools, libraries and hospitals, railroads, auto- 
mobiles and airplanes, comfortable homes and _ lavish 
leisure. Destructive capitalism gave us the army of the 
unemployed and that seed-bed of Communism and Fas- 
cism, the slums. Constructive capitalism walks hand in 
hand with liberty. Destructive capitalism encourages 
colored shirts, black or brown or silver, and makes their 
wearers slaves. 

Who can save capitalism in its most constructive 
form? It has fallen in a large part of the world and 
state socialism has taken its place. It has long been my 
thought that if constructive capitalism is to be preserved 
it will have to be saved by those who have profited most 
by it. Those who have been hurt by destructive capital- 
ism are suspicious of all capitalism. 


Development of Class Lines 


The Council for Research in Social Sciences at Colum- 
bia University recently conducted a survey to discover 
how far class lines had developed in the United States. 
The results of this survey are reported in the February, 
1941, number of Fortune Magazine under the titlé of 
“Life, Liberty and Property.” The editors say that “The 
study shows clearly how class lines have begun to form 
around one of the great legal and political issues of our 
time: the individual versus the corporate ‘person.’ ” 

Bearing in mind that the corporate “person” is the 
modern embodiment of the capitalistic system, it is 
significant to find that certain large groups who are 
becoming more and more powerful in our political and 
economic life have practically no respect for corporate 
property, according to this survey. If those who domi- 
nate our free system of enterprise have dealt unfairly 
with them it will do no good to abuse them for this 
attitude. Rather the remedy lies in recognition of their 
faults by the captains of business and industry, and by 
repentance shown in good works hereafter. 


What Others Think 


It is fortunate that some of the champions of free enter- 
prise are adopting such a policy. The President of the 
General Electric Company stated the situation politely 
but firmly to the capitalists of the country as follows: 


How, in the midst of this dynamic world disorder, shall 
the capitalistic system be sustained in its most useful 
form; the form in which it can be the primary provider 
of economic security for all of the people at all times, 
in times of peace and plenty, in times of depression, in 
times of national emergency, in times of war? 

How may an ever broadening bulwark of public 
faith be built to protect this free enterprise system against 
its communistic and totalitarian enemies, as it seeks to 
serve its purpose? 


How may we control and conquer the causes of 
suspicion and condemnation which too often create 
breaches in this bulwark of public faith upon which the 
protection of the system depends? 


These questions Mr. Wilson answers forthrightly as 
follows : 

The simple answer seems to be that again, and again, 
and again the financial and managerial components of 
our free enterprise system must prove, by deeds as well 
as by words, their full comprehension of their social re- 
sponsibilities; their deep sense of public service, and 
their unmatched capacity to plan, to put into effect, and, 
if you will, to police, by self-imposed rules a constitu- 
tion for industrial and commercial progress acceptable 
to the majority of our people; people whose economic 
security and destiny are vitally affected by the decisions 
of these controlling components of the system. 


In these dark days we may be sure that, as The 
American Free System sees this enlarged opportunity, as 
it assumes this greater obligation, and as it proves still 
more fully its worthiness, it will re-establish emotional 
bonds of mutual regard and respect between all elements 
of our economy; the bonds of national unity which will 
serve as a firm foundation for our moral security; the 
first fortification of our political and economic freedom. 


This seems to me to be a sound analysis and a sound 
remedy for most of our economic ills, but I am afraid it 
will be a long time before all the old drivers of our 
economic machines will catch the vision and act upon it. 
First, because one of the fundamental tenets of free 
enterprise is that the founder of a business is the master 
of that business, and any interference with it by out- 
siders is un-American. Second, because these old 
drivers are skeptical of the motives of those who de- 
mand socialization of business in any degree. 

As Dorothy Thompson says: 

We fear Communism and Naziism because, first, we are 
aware that things are not all right with our society; 
we fear admitting that things are not all right, because 


the admission bolsters the case of the two movements we 
detest. 


But we must face the facts. Change is inevitable and 
our economic and political processes must be brought in 
line with inevitable change. The men best prepared to 
make the necessary changes in business practice are the 
successful businessmen. If they shirk the duty of mak- 
ing the change, someone else, less competent, will make it 
for them. There should be no hostility to necessary 
change, but the trick is to know what changes are neces- 
sary. It would be fatal to yield to every change pro- 
posed by crackpots; it would be equally disastrous to 
resist every change through fear that it might be a 
crackpot proposal. Knowledge and courage to act timely 
and wisely are the keys to the preservation of free enter- 
prise. 

Let us test our own knowledge and courage on a few 
proposals made to people in the Columbia survey, which 
were substantially as follows: 


1. Do you uphold the workers who entered mines, 
closed down because of the depression, and took coal 
therefrom for use and sale without the permission of the 
owner, in order that they might live? 

2. Do you justify a large company which asked its 
workers to accept a wage cut and longer working hours, 
and upon their refusal it moved to another section of the 
country and left its workers high and dry? 

3. Do you approve the action of farmers who, in the 
depths of the depression, forcibly prevented the fore- 
closure of farm mortgages? 

4. Would you feel justified in expelling recalcitrant 
workers from your business premises with tear gas? 


(Turn to “Old Drivers,” page 24.) 
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Customer Heaction to Credit 


and Collection Procedure 


D. W. Pearce 


Head of the Department of Psychology 
Kent State University, Kent, Ohio 


dern business is slowly realizing that it is not 

enough to understand the principle of business in 

order to carry on successful merchandising. To- 
day it seems to be even more important to understand the 
principles which underlie the actions of people involved 
in it. Psychology is usually defined as the science of 
human behavior or in plainer words how the average 
person works or clicks. Credit and collection is usually 
thought of as a part of business. It is, of course, but from 
our standpoint this side of business is just applied 
psychology or getting the person to behave or do as you 
bid him. In solving this problem, psychology has pointed 
out the power of habit, the holding of attention, value 
of appeal to feelings and emotions, and the value of 
suggestion, to mention just a few psychological principles 
of credit and collection. Even more important, how- 
ever, for business, is the advance made by psychology 
in the field of human motivation—the individual’s wants 
and needs and desires—on which, in reality, business 
rests. 

The job, then, of the credit and collection man, like 
that of the wise salesman, is to study his customer, his 
habits of living, of buying, of paying, and, more impor- 
tant yet, his thinking, his conception of business and his 
obligation. This is the study of collection psychology. 


Methods Used in Gathering Data 

In an attempt to bring this closer home I prepared a 
questionnaire which was sent to customers in the Akron 
area, to sample their opinions and reactions to your credit 
and collection methods. The results were rather interest- 
ing. To my mild surprise the credit executives of Akron 
and their methods have certainly escaped the common 
stereotype of their trade. 

In general, the first part of the questionnaire covered 
the establishment of credit accounts. Indications of 
goods most frequently purchased on credit terms reveal 
that Akron customers buy in the order mentioned, clothes, 
food, furniture, and automobiles. Seventy-five per cent 
of the sample mentioned clothes in their credit list; the 
same percentage bought furniture; 60 per cent men- 
tioned automobiles while food and washing machines 
were bought on credit by 28 per cent. 

The attitude of these purchasers toward credit reveals 
some interesting high lights. While over 90 per cent 
feel that credit is an accommodation of the store, 70 per 
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cent of these feel that it is the customer’s right. There 
replies are indicative of a strong shift of opinion in re- 
gard to credit. The credit executive too often has con- 
sidered that he is dealing with a commodity which the 
customer desires and is willing to pay for. One ponder- 
ous text on the subject speaks of the credit man “dealing 
in a commodity, credit, which all are eager to get or 
which all fear to have withdrawn from them.” It fur- 
ther states that the credit executive’s prestige is so great 
that customers are eager to retain his good will. This 
situation certainly does not hold for Akron. The ques- 
tionnaire distinctly reveals that today credit is thought 
to be, not a commodity, but merely a convenient sales 
method, and far from considering it a favor, Akron 
customers look upon it as a right. This has far-reaching 
implication for the credit granter, especially for his 
methods. I should fear the results of a credit granter 
operating on the former assumption, for right or wrong 
the important aspect is “how does the customer regard it?” 


Interview Procedure Embarrassing 


However, this may all be water under the bridge, as 
further questioning reveals that 90 per cent do not 
object to the present procedure of obtaining credit, which 
speaks well of our Akron credit granters. Ten per cent, 
however, still feel that the procedure is embarrassing. 
It is interesting that almost 25 per cent of the group 
while not objecting strenuously, nevertheless feel that too 
many questions are asked and that they are of too personal 
a nature. This attitude is illustrated by the person who 
complained of the “third degree.” Others listed em- 
barrassments encountered in the credit procedure were 
most frequently the “credit man’s attitude” and “con- 
tacting of employers.” This would seem to indicate that 
there are still a few credit men who believe that they are 
dealing in a “priority commodity.” However, as a 
general rule we find a high degree of satisfaction with 
credit departments in Akron. 

Two aspects of the credit purchase deserve special 
mention. The first is that over two-thirds of the persons 
replying answered “yes” to the question, “Do you think 
you pay more for credit purchases other than interest or 
carrying charges openly marked on the contract?” Forty- 
eight per cent of the customers feel in addition that they 
are paying too much for credit. This may in part ac- 




















count for the general attitude in regard to credit. Again, 
whether this attitude is justified or not, is not the point. 
The important thing is that these people think this and 
act accordingly. This is bound to be reflected one way 
or another in business volume. ‘The fact that they do 
act in accord with this belief is indicated from the re- 
plies from this question: “Do you make the most of 
credit facilities or pay cash?” Only 28 per cent said 
they utilized credit to the utmost. Seventy-two per cent 
indicated that whenever possible they paid cash. 


Percentage of Credit Store Buying 


This is, of course, a rather serious matter for stores 
which rely mostly on credit business. An attitude of this 
sort is bound to hurt or limit their business. The reality 
of this statement is revealed by the fact that 92 per cent 
of the sample stated that they did not buy at chiefly credit 
stores. This, in spite of the fact that the large majority 
indicated that they used credit for such as clothes, 
furniture, food, washers, etc. Without doubt our 
“chiefly credit stores” have suffered from this belief. 
However, it’s an ill wind that blows nobody good, for this 
one has seemingly included the mail order houses. I was 
surprised to see that fully 10 per cent of the Akron 
sample had dealt, or are at present dealing with mail 
order houses. The reason given was almost unanimous— 
cheaper, many adding that there was no credit charge. 
The ultimate solution of how to dispel or rectify this 
attitude is a psychological one. It would scem that an 
extensive effort is needed to reverse this attitude if the 
full benefits of credit volume buying are to be realized. 


A second attitude uncovered by the study warrants 
attention. A substantial portion of the cash-paying 
customers feel that they do not receive equal service nor 
the attention that is given to the credit customer. - One 
individual expressed his feelings in the comment, “Too 
much better to suit me.” Reason for their feeling was 
most frequently that “credit gets you better service,” and 
that better adjustments are obtained on credit goods. 


Treatment of Credit Customers 


That this feeling is particularly strong is evidenced 
by the fact that many persons were not content to under- 
score “yes” to the question, “Are credit customers treated 
as well as cash customers?” but felt impelled to write 
“Better” or “Much better.” Other stronger comments 
of the type given above were frequent. The situation 
is not only indicated by this study but was the subject of 
an article by the business department at Kent State some 
time ago. The implications of such an attitude are obvious 
and call for some serious investigation. 

Other questions revealed some unusual replies to the 
question, “What information do you think the store 
should have before granting credit?” Almost all replies 
mentioned two things: credit standing and employment 
and salary. Some lists I am sure would eliminate almost 
everyone by their strictness. Three individuals stated 
that the customer should be made to “prove his honesty” 
while a sizable minority felt that he must be of “sound 
moral character,” whatever that may be. 


Of interest is the fact that 95 per cent stated that 
more liberal credit terms would not induce them to 
buy more. This is in contradiction to the many business- 
men who feel that more liberal credit terms would in- 


crease business up to 40 per cent. However, I feel that 
the answers to this question must be accepted with a 
good deal of skepticism as the bulk of the questions seems 
to tend in the opposite direction. Also, several credit 
men have told me that they feel the customer is being 
oversold. 


Customer Preference of Stores 


Another question asked did not deal directly with credit 
or collections, but it was hoped that the answers might 
shed light here nevertheless. The question was, “Do you 
particularly like any store and why?” Surprisingly 
enough 80 per cent answered with the name of some 
particular Akron store—eleven being mentioned at least 
once and three Akron stores receiving 75 per cent of the 
“votes.” As to the “why” it is significant that courtesy 
on the part of clerks and credit department ranked first. 
The second most frequently given reason fell under the 
general heading of services which included willingness 
to make adjustments and credit policy. Third, the 
quality and variety of goods offered. Aside from these 
three main issues the many comments received certainly 
impress one that it is the little things that count in the 
making of a steady customer. One person wrote: 
“Store’s diplomatic way of wording a reminder that you 
forgot them at the end of the month.” 


This same store, one of the 3 most often mentioned, 
nevertheless received by far the most criticism. The 
venom of one remark was drastic. “Any but_-__-------. <f 
Another expressed it, “Thumbs down on ~---------. 
One person compared this store and another one with 
the comment, “Would say that (store 1) salespeople 
are more courteous than (store 2).” With the weight 
placed upon courtesy this might well explain the dif- 
ference in rank of these two stores. 


Attitude Toward Collectors 


The other questionnaire sent out pertained more direct- 
ly to the collection aspects, and a striking change of tone 
of the replies resulted. While in general we have tossed 
the orchid to the credit man, collection must remain a 
bugbear. 

The cat was out with the replies to the blunt ques- 
tion, “Do you resent collection agents’ methods?” Fully 
96 per cent of the replies were “yes”! Even some of those 
who had never had an agent call felt that they would 
dislike the experience. Witness one reply, “I’ve never 
had one call but I sure would resent him.” The rea- 
son given for this general resentment seems to fall into 
two general headings: First, the embarrassment caused 
by the call; and second, the personal characteristics of 
the agent. A great many complained that collection 
agents were sent too frequently and especially too soon 
after default of payment. On the basis of these replies 
there seems to be one infallible method of getting the 
customer’s ill will and that is to have the agent call while 
there is company or neighbors in the home. The most 
outspoken and angry comments pertained to this occur- 
rence. 

Another question requesting the most embarrassing and 
unsatisfactory charge account experience indicated the 
same results. The most frequently given embarrassing 
experience pertained to the calling of an agent at the 
home. 
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The second reason, the agent’s personal characteristics, 
was covered by another question which asked for the 
characteristics particularly disliked in collectors. In 
order of their frequency we find that aggressiveness and 
an overbearing manner are first in the resentment list fol- 
lowed by cockiness, forwardness, nosyness, or intimate 


manner, “Tough guys” and personal appearance in that 
order. 


Anti-Collector Sentiment 


As usual, additional comments were plentiful and 
statements such as these were frequent. ‘Most collectors 
have not either tact nor training for the job.” ‘Those 
I have known lack the simple rudiments of courtesy.” 
One oppressed soul gave vent to his, or probably her, re- 
sentment by the invective “They are positively ignorant.” 

Such overwhelming anti-collector sentiment seems to 
me surprising, and I can only 


methods.” Others were: High-pressure agents at the 
home; letters to employers; garnishees and telephone calls. 
We cannot hope for any general or inclusive solution 
to this problem. It will remain an individual and per- 
sonal one. How different must be the collection method 
used upon two persons in this study, one of whom said, 
“A ‘please’ on an overdue bill is not objectionable and 
is the best method of reminder in my opinion.” And the 
other of whom wrote, “I never had any embarrassing ex- 
periences—I’m tougher than any collection agent!” 


Art of Collection Psychology 


As I have said, the wise collection man has always 
studied his customers individually, their habits of living, 
of buying, of paying, and of thinking, and then acted 
upon the basis of this observation. 

The student of collection psychology learns to appeal 

to established ideas. He 





attribute it to some unfor- 
tunate experience on the part 
of the customer. The whole 
subject would bear further 
investigation and for the 
present seems to bid the col- 
lection agent to review his 
own experience and rely more 
upon brain and less upon 


‘ Worcester 
brawn. 


“Is a 90-Day Credit Risk, Credit Worthy?” by 
Josephine Purdin, 
Clinic, Oklahoma City 


Sharing the same unholy 
esteem of the collection agent, 
collection by telephone call is 
definitely on the black list. 
Over 60 per cent stated that 
they resented telephone calls. 


Replies Concerning Collection Letters 

The collection letter has been the subject of much 
fruitful and fruitless discussion. I shall not presume to 
pass upon its merits and demerits but shall only state 
how Akron customers seem to feel about it. In the 
first place, 93 per cent of the sample stated that they 
had received collection letters so we may presume that 
it is a common practice among Akron creditors. The 
big question is, How effective are they? Thirty-five per 
cent of those answering felt that collection letters had 
prompted them or influenced them to pay; 65 per cent 
stated that they had produced no effect. It is interesting 
to note, however, that out of this group only 50 per cent 
said that they resent these letters, a smaller percentage 
than the former question would lead one to expect. The 
point is that there is a considerable group upon whom 
letters are wasted and who probably do not even read 
them. Add this group to the 50 per cent who say they 
resent collection letters and one wonders whether this 
method can be paying any dividends. Reasons for this 
feeling were: (1) The frequency of the letters; (2) 
the distrust shown by the letters, and strangely enough ; 
(3) lack of necessity for the letters. 

I might mention here that “nasty letters” though not 
mentioned here as a cause for the dislike of this method, 
was nevertheless placed fourth among “embarrassing and 
unsatisfactory charge experiences.” Even more indicative 
of this resentment is the fact that “threatening letters” 
took first place among “particularly disliked collection 
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“Social and Economic Responsibilities of the 
Credit Man,” by Dr. Arthur A. Smith, 
Southern Methodist University, Dallas 


“Stop, Look, and Listen,” by H. E. Alberti, 
Brotherhood State Bank, Kansas City 


“Effect of Regulation W on Business?” by 
James Wilson, Denholm & McKay Co., 


“Abstracts From a Credit Granter’s Note- 
book,” by M. L. Hayward, Hartland, N. B., 
Canada 





studies, first of all, the mental 
operation of the man who is 
asked to pay a bill to discover 
the usual trend of thought so 
as to work with it rather than 
against it. He attempts to see 
whether there is any motive 
on which the customer is ac- 
customed to act which he can 
use in collection. Certain 
ideas are much more firmly 
planted in our minds through 
long custom and use. The 
merest reference to them will 
awaken associations. In time 
these ideas and attitudes be- 
come springboards to action. 
Consequently, the collector’s job must be to find these 
ideas and utilize them to inspire action which the cus- 
tomer is hardly aware of. Of great importance is the 
factor of habit of paying. The psychological importance 
of an individual’s credit rating lies in the fact that it 
indicates whether or not this habit of payment has been 
established. It is up to the credit executive to spot those 
in whom it has not and to’weed them out. Such a pro- 
cedure will cut collection difficulties in half. As every 
payment made increases the assurance of the next and 
assists in the establishment of the payment habit the col- 
lector should concentrate in the beginning to discover 
these action ideals and to avoid emphasis on any ideas 
that would conflict with the action he wishes the cus- 
tomer to take. A good collection man employs a habit 
system himself and follows up accounts promptly and 
regularly, never allowing interference with routine, and 
thus avails himself of the habits of the customer by 
securing action always at a fixed time and by building 
up a habit of payment which is hard to break and be 
comes the more natural action to take than to omit. 


Lain-Eastland-Lamb 





Purpose of Reminders 


The purpose of reminders should be to reinforce this 
habit of suggestion. However, it is not advisable to pay 
marked attention to early delinquence as it may jump the 
accustomed action or, as was pointed out in the question- 
naire, give the customer the feeling of distrust. 
































It is a good thing to show surprise when the first de- 
fault is some time overdue. This suggests strongly that 
the normal course of things is payment and should be 
resumed. 


Too many letters, however, create negative habits of 
waiting and overlooking payment. 

However, all the collection tricks in the world will 
be of no avail if the customer has been oversold and ac- 
tually cannot pay. Many businessmen seem to 
have lost sight of the purpose of business. Just how is 
the success of a business measured? In profits. The 
object of conducting business is to make profits. That 
seems to be a very simple proposition, but do you realize 
how many have forgotten it? Judging by the hectic 
activities of many Akron businessmen the object of busi- 
ness is volume. We have gone wild on volume. We 
must show more gross sales this month than last and 
more next month than this. Never mind whether the 
buyer can pay for the goods or not. Never mind whether 
he even intends to pay for them when he buys them. 
“Get the orders on the books.” That is the slogan! 
Then let the collection department worry about getting 
the money—if they can. The credit executive and the 
sales manager should realize they are in the same boat. 
If the boat has a good voyage and reaches port, which 
means profit, both benefit. But if the boat sinks, the 
credit and sales department alike have to take the con- 
sequences. 


Cooperation Between Credit and 
Sales Manager 


Cooperation then is desirable. How is it accomplished ? 
What constitutes cooperation between these departments? 
First of all, it means that each shall understand the 
other’s function in the business, and have due respect 
for it. If this condition exists, each manager will find 
frequent opportunities for helping the other. The sales 
manager will have his salesmen get information concern- 
ing customers and turn it over to the credit department. 
The credit department will reciprocate by handling the 
accounts with tact and diplomacy, keeping customers in 
a satisfied frame of mind and, therefore, build up good 
will for the organization. If the credit executive has 
the qualities he ought to have, he is a very important 
part of the sales organization. 

The credit man should ask himself: “In whom does 
credit reside?” The answer, “In the buyer absolutely.” 
“Who has this power to obtain goods and services on 
promise of future payment?” The buyer. “Who ex- 
ercises the power?” ‘The buyer. The credit executive 
does not “grant” or “extend” credit, which we see is a 
power of the buyer. What he does is to appraise or pass 
on the buyer’s credit and decide whether he will accept 
it in exchange for his concern’s goods or service. 

One hardly need point out that it is altogether different 
to say to a customer, “Why certainly, Mr. Smith, your 
credit is good with us,” or to say, “We will extend you 
credit.” 

The last statement may have been good credit pro- 
cedure years ago, but as the questionnaire revealed, the 
customer’s idea of credit has changed and the credit 
executive’s methods must change accordingly. 


Summary 

Again, if full credit volume buying is to be achieved 
in Akron, the strong attitude and belief of two-thirds of 
the sample, who stated that they are paying much too 
much for credit, must be mitigated. 

The attitudes on collectors speak for themselves. The 
cause is not evident as I personally feel that the blame 
placed upon the personal aspects of the collector has 
been overemphasized. This matter of overselling and 
the resultant impossibility to pay also figures here. 

The whole system of credit too often suffers from 
this bad use. I am not willing to defend its psychological 
effects. It is true that persons who have not the imagina- 
tion, foresight and persistence to work and save for a 
radio, bicycle, automobile, vacuum cleaner, or the like 
may work and save in order to retain one after it is in 
their possession. It is also true that there is a certain 
charm in the carefree improvidence that buys what it 
wants and enjoys it while it can, leaving the future to be 
cared for as it arrives. 

But against these advantages there are the added ex- 
pense, the misery of many being work slaves of the col- 
lector, the loss of enjoyments to which one has become 
habituated, the dangerous habits of mortgaging the future, 
the loss of the anticipation which makes planning, work, 
and saving, pleasant and educative, and the probable 
failure to keep a reserve of purchasing power which can 
be applied to any purpose. 
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e National Defense Program has resulted in con- 
siderable correspondence with army and navy 
officers and other government officials. According 
to Army Regulation 340, courtesy, conciseness, and cor- 
rectness are the aims in official correspondence. Stores 
and business firms certainly concur in these aims and a 
few directions for writing to our military organizations 
may be helpful. ‘Titles of rank, in the order of their 
importance, are: 


United States Army 

(Correct abbreviation in parentheses) 
General (Gen.) 

Lieutenant General (Lt. Gen.) 
Major General (Maj. Gen.) 
Brigadier General (Brig. Gen.) 
Colonel (Col.) 

Lieutenant Colonel (Lt. Col.) 
Major (Maj.) 

Captain (Capt.) 

First Lieutenant (First Lt.) 
Second Lieutenant (Second Lt.) 
Cadet 

Sergeant (Sergt.) 

Corporal (Corp.) 

Private (Pvt.) 


United States Navy 
Admiral (Adm.) 
Vice-Admiral (Vice-Adm.) 
Rear Admiral (Rear Adm.) 
Captain (Capt.) 
Commander (Comdr.) 
Lieutenant Commander (Lt. Comdr.) 
Lieutenant (Lt. or Lieut.) 
Lieutenant, Junior Grade 
Ensign (Ens.) 

Midshipman (Mid.) 


Correspondence should generally be addressed to The 
Commanding General (about 35 in the United States), 
or The Commanding Officer, or The Officer in Charge 
(thousands of the latter two over the country), not 
using the name, although an attention name may be in- 
serted in the customary place. This is because there are so 
many transfers that the officer who wrote you may not 
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still be there to act on your answer. Follow any instruc- 
tions for answering that may appear on his letter. 

For all ranks and grades below Commanders in the 
Navy, and Second Lieutenants in the Army, the title 
“Mr.” may be used in the salutation on letters. Compound 
titles, like Lieutenant Colonel, should be used in the 
address, but in the informal salutation only the second 
and higher-ranking title is used. 


When you know the officer is on duty, forms and 
salutations that are correctly in use are (the salutations 
are correct for correspondence about accounts or pur- 
chases of individuals) : 


General George C. Marshall 
Chief of Staff 

United States Army 
Washington, D. C. 


Dear General Marshall: 


Lieutenant General Hugh A. Drum 
Commander, Second Corps Area 
United States Army 

Governors Island, New York 


Dear General Drum: 
Captain Joseph W. Baylor 
Air Corps, U. S. A. 

N. E. Aircraft School 


Boston Airport 
Boston, Massachusetts 


Dear Captain Baylor: 


Private Henry K. Benson 
Company A, 209th Infantry 
Fort Benning, Georgia 


Dear Mr. Benson: 


Admiral Harold R. Stark 
Chief of Naval Operations 
Navy Department 
Washington, D. C. 


Dear Admiral Stark: 


Captain M. A. Mitscher, Asst. Chief 
Bureau of Aeronautics, U. S. N. 
Navy Department 

Washington, D. C. 


Dear Captain Mitscher: 
(Turn to “Aline Hower,” page 12.) 





Illustration No. 1 by Credit Sales Manager Marion 
A. Leleu is a very resourceful seasonal appeal. It pulled 
responses from about 60 per cent of a list of 1000 to 
whom it was sent, with a direct increase in sales and 
collections running into many thousands of dollars. The 
letter speaks for itself. , 


Illusiration No. 2 in red and green is another seasonal 
appeal. Again there is the quality of resourcefulness as 
well as very fine letter writing technique. Notice the 
charm and inviting quality of the wording “Shop for 
the entire family,” “‘Avoid the rush and hurry,” “The 
store of Happy Gifts.” Mr. J. D. Henderson, Credit 
Manager, Mayer Israel’s, New Orleans, is looked up 
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to as a very fine letter writer in the city of hospitality. 
It is easy to see why. 

Illustration No. 3 struck me as a very excellent sea- 
sonal appeal when it came in before the last Christmas 
season. Notice the delightful opening, which is ex- 
tremely inviting despite the fact that it is obviously a 
form letter. The letter is a sales document from start 
to finish. 

Illustration No. 4 is printed in a number of attractive 
colors and a piece of red string is fastened on the letter- 
head alongside the small milk bottle, by means of a piece 
of Scotch tape. Especially considering the recipient of 
this letter, it should be extremely effective. It is typed 
as an original letter and is most attractive. 














needs a sina Dee 











November 14, 1940 










irs. Dell Griffith 
Box 12 
Owasso, Oklahoma 


© 


Dear Mrs. Griffith: 


This is ea plan whereby you may divide the totel of your 
Christmas shopping bill into three monthly payments, starting 
January 10, 1941! A very small servic harge is added for 
this extra time but no down-payment 
not the Coupon Book Plen and it is 
simple easy wethod of taking care o 
a series of three equal payments. 












Purchases may be made in any department of the store at 












Why not begin your Christcas shopping now wshil 
essortments are new and fresh, end avoid the last- 
crowds? 














just bring this letter wit 
credit the book will be issued i 


and without any red tepe. 








shopping me 


tter thar 





Cordially yours, 


The BROWN-DUNKIN DRY GOODS COMPANY 










Have you heard about our brand new Christmas buying Plant? 


any time and the amounts are kept in a convenient little book, 











Dear Miss Hower: 


Just about the best Christmas present 
we could have this year would be your 
Christmas business . . because we've 

been missing you here at Greenfield's. 


We'd like to have a hand in your gift 
Selecting . . we've spent our entire 
business lives in trying to live up to 
the ideals of excellent quality and 
good taste, so we're sure that gifte 
bearing our label will bring a pleasing 
Satisfaction to the recipient. 












Won't you come in? We'll give you all 
the help possible . . see that your 
gifts ere all delivered at the proper 
times, and make ourselves fully worthy 
of your business. 


Most sincerel 





WSG AC 





Credit Sales Department 








MAYER ISRAELS 


toparel forthe entire famil\ 


ne Min 


New ORLEANS 


a 
f opt You ig ‘fin 
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Your Account is ope 
and ready for your 
convenience----- 


g---savo time and 


family in a store 





44 the 





hurry that makes gift-bduying 
a bugbear, ir an atmosphere of qui 

teag your gifts will cost no more--and the 

I rael label on your gift box edés 
which is always WELCOME! 


lusive touc a 





a 
2 
3 





Y CHRISTMAS” with gifts from 
Mayor Israel's, YOUR store---The Store 
of Happy Gifts. 





Your Account is ready for 
your use---it will be e 

genuine pleasuro to serve 
YOU, and do come in SOON! 


Sinoerel 


de D, Henderson 
Credit Manager 











i “ Carison-trinx Co. 








az. Perhaps you heve given up the string 
Aan} habit, and sometimes some little thing is forgot- 
















— Quality J dairy Produc = 
Denver, CoLtorado 
August 26, 1941 


@) 


Wr. Bdward Johns 
2042 Williems Street 
Denver, Colorado 


Dear Customer: 


Do you remember the deys when you tied 
a bit of string on your finger - just to remind 
you of something you didn't want to forget? 


ten. 


As in the deys of yore, tie the bit of 
string on your finger now, as & reminder - NOT TO 
PORGET - to pay the milk bill. 


We hope you enjoy the smile in our let- 
ter, and that we may have the pleasure of hearing 


from you promptly. 





Respectfully yours, a 


CARLSON-FPRINK COMPANY 





RMP/dj 
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“I like your column ‘Twenty-five Years Ago in 
The CREDIT WORLD,’ and would suggest that 
you devote possibly a half column in each issue to 
this; the titles of The CREDIT WORLD twenty- 
five years ago the same month; and also any special 
news item that might have been in that particular 
issue.”—Leo M. Karpeles, Burger-Phillips, Birming- 
ham, Alabama, Past President, N. R. C. A. 

~*~ * * 


“Please send me six extra copies of the September Crepir 
Wor p as I would like to have our employees read the excellent 
article, ‘The Art of Interviewing.’ ”—W. T. Thompson, C. I. T. 
Corp., Eugene, Oregon, 

®* ¢ © 


“The column ‘Twenty-five Years Ago in the 
CREDIT WORLD’ will definitely appeal to the 
old timers, if to no one else. I think you will find 
that on credit matters of 25 years ago the youngsters 
then were doing perhaps just as constructive a job as 
the youngsters of today are doing.”—G. C. Driver, 
Credit Manager, The May Co., Cleveland, Ohio, Past 
President, N. R. C. A. 


eo FF & 


“You are to be highly congratulated upon the idea of pub- 
lishing the Convention addresses in book form. This is the 
first time I have known it to happen and it is an extraordinarily 
good idea. There were many articles that I wanted to read 
over and reread. This saved the necessity of having different 
issues of The Creprr Wort lying around. Congratulations 
again!”—Leonard Berry, Credit Manager, B. Forman Co., 
Rochester, N. Y. a 


“Our firm is a conscientious member of your Asso- 
ciation and by attentively reading and studying the 
numerous editorials contained in The CREDIT 
WORLD, I have gained valuable knowledge which 
I know will pay me dividends in future years.”— 
T. B. Livaudais, Jr., Credit Manager, The Sherwin- 
Williams Co., Monroe, Louisiana. 

> 2 = 


“We are very much impressed with your ad in the October 
Crepir Wor tp illustrating your new good will insert entitled 
‘The Finest Friends on Earth are Gathered With Us Here,’ 
and wish to enter our order for 3,000 of them.”—T. Wilbur 
Thornhill, President, Charleston Oil Co., Charleston, S. C. 


~x~ * * 


“No doubt you have been informed by Mr. Chas. 
M. Reed that the Board of Directors at a meeting 
held October 7, accepted your proposition regarding 
100 per cent National affiliation. President G. Wayne 
Pendergast, as well as the other officers and directors, 
appreciate your making it possible for Mr. Reed to 
be with us at the Board meeting. He not only did 
a good job at this meeting, but the following morn- 
ing was the guest speaker at the Wichita Retail 
Credit Women’s Breakfast Club meeting, delivering 
one of the finest talks I have ever heard him make. 
In the near future I will send you a list of our 
members and their addresses, and we’ll start the 
100 per cent affiliation November 1.”—C. E. Wag- 
goner, Manager, Wichita Retail Credit Association, 
Wichita, Kansas. 

* * 7. 


“I believe that membership in your Association and your 
publication THe Crepir Worip will be a big help in the 
performance of my duties as credit manager. Therefore, 
please find enclosed, formal application for membership together 
with check for $5.00..—E. L. Smith, Wilson’s Hardware, 
Washington C. H., Ohio. 
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Ts (Beginning on page 10) aD 


Lieutenant Frederick Wolsieffer 
United States Naval Academy 
Annapolis, Maryland 


Dear Mr. Wolsieffer: 


“Dear Sir,” which is being discarded in business 
letters for the more friendly use of the name, is also 
correct in writing military officials, but the forms given 
above are recommended. “My dear (title, name)” is 
correct and a shade more formal than “Dear (title, 
name).” 

For very formal correspondence, “Sir” may be used 
as the salutation for Generals and Admirals. This 
salutation applies particularly to correspondence within 
government agencies when used to address other officers. 
Note that “United States Army” or “United States 
Navy” may be written on a separate line, or the abbrevia- 
tions “U. S. A.” or “U. S. N.” may be written after 
the branch of the service. The following are titles of 
Office, not of rank, and should be preceded by the proper 
title of rank: 

Adjutant General (Adj. Gen.) 
Inspector General (Insp. Gen.) 
Judge Advocate General (J. A. G.) 


Quartermaster General (Q. M. G.) 
Surgeon General (Surg. Gen.) 


Example 


Major General Virgil I. Peterson 
The Inspector General 

War Department 

Washington, D. C. 


Dear General Peterson: 


It is important that all reference letters or numbers 
appear in replies to letters from military organizations. 
Frequently, government letters request an original and 
a duplicate reply. It is well to observe this practice gen- 
erally, whether requested or not, as it may get back an 
answer more quickly. Government letters are routed 
occasionally from a central office through a district or 
local inspection office. Replies should go back through 
the same channels in triplicate. 

Ordinarily there are two special classes of confidential 
government correspondence, drawings, engineering data, 
etc.—‘‘confidential” and ‘“‘restricted”—so indicated on 
the material itself. Correspondence should conform to 
the classification and follow the rules. For confidential 
letters use a double envelope, mark the inside envelope 
“Confidential,” and send by registered mail. Restricted 
correspondence is handled the same way, but need not 
be sent by registered mail. 

Folding—The Army likes its letters folded as if for 
a window envelope with the address on an outside fold, 
even when you use a regular envelope. For correspond- 
ence with individuals at their homes, the customary way 
is preferred. 
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NE of the most magnificent trib- 
@) utes ever tendered in Iowa” was 
ham one expression of the testimonial 
dinner given by the Retail Credit Associa- 
tion of Des Moines and the Associated 
Credit Bureaus of Iowa, October 6, to honor 
David D. Bolen, President of our National 
Association. 

The affair, held at the Younkers Tea 
Room, was attended by 397 guests from 
Des Moines and 31 other towns and cities. 
Arthur H. Brayton, Des Moines Conven- 
tion Bureau Secretary, was toastmaster, and 
the four leading speakers were: 
Henry Frankel, President of 
Younker Brothers; Ross M. Car- 
rell, President, Thrift, Inc.; Miss 
Gladys Thompson, Manager Credit 
Sales, Norman Cassiday, Inc.; and 
L. S$. Crowder, General Manager- 
Treasurer of the National Retail 
Credit Association. 

Henry Frankel, recalling Mr. 
Bolen’s career with Younker’s, 
said: “He is the good will envoy of 
both Younker’s and Des Moines.” 
Ross Carrell told the guests that 
Mr. Bolen was born in Anderson, 
Indiana, in 1901 and that was a 
peg on which to hang his horo- 
scope. Miss Thompson lauded him 
as an executive, and Mr. Crowder 
in his remarks referred to the sentiments so admirably 
expressed by Past President Leopold L. Meyer in the 
telegram quoted below, as indicative of the regard in 
which Mr. Bolen is held by his associates on the Board 
of Directors: 


“Permit me to extend my hearty congratulations upon 
the occasion of the testimonial dinner in your honor. 
It is indeed most appropriate that public recognition 
be given to your fine attainment in the field of credit 
and to the efficient manner in which you have been 
discharging your responsibility as President of the great 
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National Retail Credit Association. Let me 
also express my appreciation of the mag- 
nanimous attitude of Younker Bros., whose 
consideration has made it possible for you 
to devote so much time and energy to your 
important National assignment. Your 
gentlemanly deportment, your pleasant and 
courteous manner, and your dignified bear- 
ing have reflected most favorably upon your 
firm, the National Association, and your 
innumerable friends. I hope that your life’s 
efforts will be crowned with success and that 
the choicest of blessings will be for you 
and your dear ones. Please convey 
to my dear friends at the dinner, 
my hearty good wishes.” 

Many congratulatory messages 
were received from his friends all 
over the country, and this statement 
was made over Radio Station KSO, 
Sunday, October 12: 

“A convention that will live for- 
ever was held last week when the 
Iowa Associated Credit Bureaus 
met here. The highlight was a 
testimonial dinner on Monday 
evening for the President of the 
National Retail Credit Association, 
who is none other than our own 
Dave Bolen of Younker Bros., Des 
Moines. There, friends, was one 
of the most magnificent tributes 
ever tendered in Iowa, and Dave richly deserved it.” 

The honor guest’s wife, and mother, Mrs. S. M. Bolen, 
both were present, and were presented by the toast- 
master. Among the out-of-town guests introduced by 
Mr. Brayton were: Charles M. Reed, Denver; Lily 
Persons, Minneapolis; Frank Caldwell, St. Louis; 
Elmer Uffman, St. Louis; Louis Ludke, Fort Dodge, 
Ia.; H. Roy Amos, Lincoln, Neb.; Bernice McDougall, 
Davenport, Ia.; and Fred Fluegel, Cedar Rapids, Ia. 
@ President Bolen, speakers, and other guests are shown 
in the picture below. 
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hese remarks might well be termed a report of the 
Return Merchandise Control Committees of Oak- 
land. Since the report made at the National Con- 
vention in San Francisco in 1939, much progress has 
been made by the Oakland group in the control of this 
problem. Those not familiar with the plan will prob- 
ably be interested in a brief outline of our activities. In 
February, 1938, the city of Oakland was experiencing 
returns ranging from 10 to 12 per cent of their gross 
sales. This amount was estimated to be approximately 
$3,000,000 for the year of 1937. It was also conserva- 
tively estimated that this amount of return merchandise 
cost the merchants of Oakland $300,000. 

Credit men were challenged by the situation and en- 
couraged by the success of others. Equipped with 
national statistics of the Bureau of Public Research, 
and the Retail Credit Survey, as well as studies of the 
N. R. D. G. A., and our own National Office, we learned 
that there were 23 persons involved in a charge-send 
with a pickup and return, and that the cost ranged 
from 31.6¢ to 61.6¢ with an allover average of 39¢. 
We further learned that 72 per cent of these returns 
were ultimately sold below cost. 


Cost of Returns 

One large firm estimated that if their return mer- 
chandise program could influence 83 per cent of their 
customers to return one item less per year they 
would enjoy an increase of $1,000,000 in additional 
sales. Another one estimated their return merchandise 
costs at 10 per cent, or $100,000 for the year 1937. 
An opinion was expressed by the management that if 
a program could be developed which would reduce this 
evil by only 10 per cent, any reasonable effort would be 
justified. Interesting figures, are they not? However, 
they are not new but well known to many firms. 

The problem as we viewed it at that time was a dual 
one: First, the responsibility of the stores; and second, 
the responsibility of the customers. We realized that 
much of this condition was due to our own highly com- 
petitive methods, and poor selling on the part of our 
salespeople. This condition would quite naturally en- 
courage our customers in abusing their return merchan- 
dise privileges. 

After considerable planning the committee presented 
an outline in 1938. It was decided that all publicity 
would be released under the joint sponsorship of the 
Retail Merchants Association and the Retailers Credit 
Association. The plan as outlined was essentially as 
follows: 


*An address delivered before the 1941 Annual Convention, 
District 11, N. R. C. A., Sacramento, Calif. Mr. Bunker is 
Credit Manager, The H. C. Capwell Co., Oakland, Calif. 


CREDIT WORLD 14 NOVEMBER 








H. L. Bunker 


An explanation to all store organizations for the 
purpose of education and building enthusiasm, as it 
was realized without the wholehearted support of the 
entire organization our plans would fail. This was 
done by a series of interest-stimulating bulletins, depart- 
ment meetings, and pay check enclosures which rather 
pointedly outlined the salesperson’s responsibility. Some 
stores even carried this so far as to make the percentage 
of returns a part of a salesperson’s service record. Buyers 
were also prompted on their responsibilities as it is 
known that sales pressure often forces salespeople to high- 
pressure their customers into buying more or unsuitable 
merchandise which inevitably is returned for credit. 

We secured a large order of folders on washability 
from the Procter and Gamble Company. These were 
distributed to the various departments, to be passed on 
to the customers for information on the proper handling 
of perishable material. This was done in order to reduce 
the number of requests for adjustments which might well 
be avoided by proper care. 


Our introduction to the public consisted of interesting 
ad illustrations in the daily newspapers and in Shopping 
News, a merchants’ newspaper, with suitable follow-up 
to keep the subject before our customers. We developed 
a new four-day package enclosure to be used by all East- 
bay stores. We also developed an enclosure to be sent 
with every bill for three consecutive months. Our initial 
program included a radio broadcast. However, this was 
postponed due to the cost of such a presentation. 


Plan for Persistent Offenders 


Realizing that there would be some customers who 
would not respond to the regular appeal, we developed 
a plan to take care of the persistent offenders, which 
consisted of no name action through our credit bureau. 
This was to be accomplished as follows: 


All stores were to survey a portion of their ledgers 
at the same time and report to the Credit Association 
all persons who were returning more than 25 per cent 
of their charges. It was necessary that three firms report 
abuse before group action would be taken. This part 
of our program was not successful, as contrary to our 
opinion the customer who was an offender in one store 
was not necessarily an offender in two or more addi- 
tional stores. However, we did continue this phase of 
the program by reporting offenders to our regular 
weekly round-table discussion of credit problems, and 
here we found the plan to work successfully. 

















Round-lrip Selling 








Satisfactory results were experienced immediately. 
One store reported returns of 12.4 per cent at the 
beginning of the program and that these returns were 
reduced to 8.6 per cent (later to 6.8 per cent) for an 
approximate improvement of 30 per cent. You will 
remember that we only hoped for 10 per cent. Now 
that the program was launched it was necessary that we 
maintain the momentum which had been developed. 

During 1939 our efforts consisted of a new four-day 
package enclosure which was a little more definite and 
insistent. We again had a general statement enclosure 
mailing by all stores, rewriting the copy under caption 
of “Our Mutual Problem.” At that time we appeared 
before the leading women’s clubs in the city, not because 
they were offenders, but as they were thinking groups, 
we felt it advisable to enlist their aid in spreading our 
propaganda and to explain the problem further. ‘These 
talks were enthusiastically received and we were en- 
couraged to continue our efforts, by the answers to the 
questionnaires which we supplied to members. The con- 
sensus of opinion of these women was that customers 
were taking an unfair advantage of the merchants, and 
that we should take positive 
steps to curb the evil. 


For the purpose of securing GRIN AND BEAR IT 


During 1940, our four-day package enclosure was 
again rewritten and strengthened. We developed a 
slogan contest among the members of the stores interested, 
for the purpose of securing a new phrase around which 
we could build. The prize-winning slogan was “Shop 
Wisely Today, Save Returns Tomorrow.” This will 
be used on four-day package enclosures, the new state- 
ment inserts, and also in our newspaper advertising. It 
has been recommended, but not as yet adopted, that we 
place a pick-up charge of 10¢ on all requests for returns 
made by the parcel delivery company. 

We again experimented with our central control at 
the bureau, for the purpose of controlling offenders. 
Our new plan provided that as offenders were dis- 
covered they be reported to the bureau. The bureau 
in turn would ask all the interested stores for a return 
merchandise clearance, the operation to be identical with 
requests for credit information. When it develops that 
three or more stores have the same experience, the 
customer will be notified of this condition, and the name 
will appear on our regular warning sheet for the in- 
formation of the stores which did not experience excessive 

returns. If there were not 
sufficient numbers experienc- 


—By Lichty ing abuses to warrant the no 





additional publicity we of- 
fered a $50.00 cash prize for 
the best essay on the return 
merchandise problem. This 
ran for several weeks in our 
merchants’ newspaper, and 
the answers were interesting, 
amusing, and encouraging. 
The prize-winning essay fur- 
ther encouraged us in our 
efforts. Out of all of our 
contacts with the public we 
have come to believe that any 
fair program will be received 
in the proper spirit by our 
customers, as they all feel that 
they abuse their privileges. 
The Committee recom- 
mended that, since there was 
great abuse of returns on 
C.O.D. orders, all stores 
place a 10 per cent deposit on 
all such orders. Those stores 
adopting this policy elim- 
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name letter, the name ap- 
peared on the bulletin under a 
different caption, and those 
stores wishing to could then 
take individual action. 

Our future plans are rather 
ambitious as we expect to 
develop a radio program 
to be released over a popular 
local station. The program 
will be done by professional 
people with, we hope, good 
results. We also plan to 
develop a monthly bulletin 
of all stores showing their 
returns as compared with the 
same period for the previous 
year. 

So much for the Oakland 
plan. As to the efforts of 
others in this regard, our Na- 
tional Office is considering a 
moving picture on the evils of 





he returns. The Twentieth Cen- 





inated returns in this division, 
and it is hoped that the 
balance of the stores will soon 
follow suit. 


installment buying !’’ 


“I don’t think Albert has any influence in Washington, 
but I suspect he had something to do with this curb on 


—Courtesy St. Louis’ Post-Dispatch. 


tury Fund is doing consider- 
able research and devoting 
space regarding the return 

(Turn to page 19.) 
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Amendments to 
4 INSTALMENT REGULATION 


THE BUARD UF GOVERNORS, 
FEDERAL RESERVE SYSTE 


Amendment Number 1 


PART 3 (a) OF THE SUPPLEMENT to REGU- 
LATION W is amended effective immediately as fol- 
lows: 

(a) The maximum credit value of a new automobile 
shall be 6674 per cent of the bona fide cash purchase price 
of the automobile and accessories (including any sales 
taxes thereon and any bona fide delivery charges) but 
such maximum credit value shall in no event exceed 667% 
per cent of the sum of the following items: 

(1) The manufacturer’s retail quotation at factory, or 
the equivalent of such quotation. (For the purposes of 
this regulation, this means the retail delivered price of 
the automobile with standard equipment at the factory, 
as advertised, or as suggested or recommended to deal- 
ers, by the manufacturer ; or, in the case of a 1942 model 
for which such a price has not been so advertised or sug- 
gested or recommended, it means the price last so adver- 
tised or suggested or recommended for the corresponding 
1941 model, increased or decreased by the percentage by 
which the manufacturer’s wholesale price of the 1942 
model is increased or decreased from the 
wholesale price of such 1941 model.) 

(2) Transportation charges from factory to point of 
delivery as suggested or recommended by the manufac- 
turer for inclusion in the retail delivered price at that 
point, or in the absence of any such suggestion or recom- 
mendation then an amount substantially equal to the 
freight by rail from factory to that point; 

(3) Any Federal, State, or local taxes not included 
in the foregoing; and 


manufacturer’s 


(4) Any bona fide charges for delivery or accessories 
not included in the foregoing items. 

In case the automobile is sold for delivery at the fac- 
tory, by a dealer in a given place to a resident of such 
place or its vicinity who actually intends to bring the 
automobile to such place or vicinity and use it there, an 
amount equal to the freight from the factory to such 
place may be included. 


Amendment Number 2 
Effective December 1, 1941 
SECTION 2(e) 
In Section 2(e) the figure $1,000 is changed to $1,500. 
SECTION 4(e) 

Section 4(e) is striken out and a new Section 4(e), 
which reads as follows, is substituted: 

(e) SMALL DOWN PAYMENTS.—In any case 
in which the down payment required by Section 4(a) 
would be $2.00 or less, the Registrant may disregard 
such requirement. 


SECTION 5 
Section 5 is changed to read as follows: 
SECTION 5, INSTALMENT LOAN CREDIT 
Except as otherwise permitted by Section 6, any ex- 
tension of instalment loan credit shall comply with the 
following requirements: 


(a) LOANS SECURED BY OR TO PURCHASE 
LISTED ARTICLES.—If the extension of instalment 
loan credit is secured, or according to any oral or writ- 
ten agreement of the parties is to become secured, by any 
listed article which has been purchased within 45 days 
prior to, or is to be purchased at any time after, such 
extension of instalment loan credit; or if the extension 
of instalment loan credit, even though not so secured, is 
in a principal amount of $1,500 or less and the Registrant 
knows or has reason to know that the proceeds are to be 
used to purchase any listed article: 

(1) The principal amount lent to the obligor (exclud- 
ing any interest or finance charges, and the cost of any 
insurance) shall not exceed the maximum credit value of 
the listed article specified in the Supplement; and, in de- 
termining such maximum credit value, the Registrant may 
accept in good faith a written statement signed by the 
obligor setting forth the bona fide cash purchase price 
of the article and of any accessories and of any services, 
except insurance, rendered in connection with the acquisi- 
tion thereof, which statement so accepted shall, for pur- 
poses of this regulation, be deemed to be correct; and 

(2) The maturity shall not exceed that specified for 
the listed article in the Supplement, and such maximum 
maturity shall be calculated from the date of purchase of 
such listed article or from the date of such extension of 
instalment loan credit, whichever is earlier. 

(6) MISCELLANEOUS LOANS OF $1,500 OR 
LESS.—If the extension of instalment loan credit is not 
subject to Section 5(a) but is in a principal amount of 
$1,500 or less, the maximum maturity shall not exceed 
that specified in the Supplement for extensions of instal- 
ment loan credit subject to this Section 5(b). 

(c) GENERAL REQUIREMENTS.—Whether 
subject to Section 5(a) or Section 5(b), the extension of 
instalment loan credit shall comply with the following 
additional requirements: 

(1) The extension of instalment loan credit shall be 
evidenced by a written instrument or record, and there 
shall be incorporated therein or attached thereto a writ- 
ten statement, of which a copy shall be given to the obli- 
gor as promptly as circumstances will permit, and which 
shall set forth the terms of payment and, if the loan is 
subject to Section 5(a), the bona fide cash purchase 
price used for determining the maximum credit value of 
the listed article involved ; 








(2) Except as permitted by Section 5(c) (3), the total 
of the principal and any interest or finance charges shall 
be payable in instalments which shall be substantially 
equal in amount or be so arranged that no instalment is 
substantially greater in amount than any preceding 
instalment; and 


(3) Instalments shall be payable at approximately 
equal intervals not exceeding one month, except that, 
when appropriate in order to facilitate repayment in ac- 
cordance with the seasonal nature of the obligor’s main 
source of income or to encourage off-seasonal purchases 
of seasonal goods, the payment schedule may reduce or 
omit payments over any period or periods totaling not 
more than 4 months during the life of such extension of 
credit if the schedule increases the scheduled payments 
in such manner as to meet the other requirements of this 
Section 5. 


(d) STATEMENT OF THE BORROWER.— 
On and after January 1, 1942, no Registrant shall make 
any extension of instalment loan credit (except under 
the provisions of Section 8(a) unless, at or before the 
execution of the loan contract, he shall have obtained 
and accepted in good faith a signed Statement of the 
Borrower as to the purposes of the loan in form pre- 
scribed by the Board. No obligor shall willfully make 
any material misstatement or omission in such Statement. 
The Registrant, acting in good faith, may rely upon the 
facts set out by the obligor in such statement and, when 
the Registrant is so acting, such facts shall be deemed 
to be correct for the purposes of the Registrant. Until 
January 1, 1942 (after which date a statement of the 
borrower must be obtained), the Registrant, in ascertain- 
ing the purposes of the loan or the maximum credit 
value of any listed article, may, in good faith, accept 
and rely upon a written statement in any form signed by 
the obligor and such statement shall, for the purposes 
of this regulation, be deemed to be correct. In case the 
Registrant accepts in good faith a written statement 
signed by the obligor that any listed article which secures 
an extension of instalment loan credit has not been 
purchased within 45 days prior to such extension of 
credit, such statement shall, for the purposes of this 
regulation, be deemed to be correct. 


(e) CREDIT SUBJECT TO SECTION 5(a) 
ONLY IN PART.—In case an extension of instalment 
loan credit consists only in part of an extension of credit 
subject to section 5(a), the amounts and terms of such 
extension of credit shall be such as would result if the 
credit were divided and each part treated in good faith 
as if it stood alone. 

A loan or part thereof which is secured by a listed 
article only because of an ‘“‘overlap agreement,” “spreader 
clause,” or other form of general over-all lien or only 
because the Registrant is prevented by a State law o1 
regulation from having in effect more than one contract 
of loan from the same borrower at the same time, but 
which otherwise would not be subject to section 5(a), 
shall not be deemed to be so secured within the meaning 
of such section. 


(f) LOANS TO MAKE DOWN PAYMENTS 
PROHIBITED.—An extension of instalment loan 
credit does not comply with the requirements of this reg- 
ulation if the Registrant making such extension knows 
or has reason to know that any part of the proceeds 
thereof is to be used to make a down payment on the 
purchase price of any listed article: Provided, That, if 





the Registrant accepts in good faith a written statement 
signed by the obligor that no part of the proceeds is to 
be so used, such statement shall, for the purposes of 
this regulation, be deemed to be correct. 


SECTION 6(a) 

Section 6(a) is changed to read as follows: 

(a) Any extension of credit which is secured by a 
bona fide first lien on improved real estate duly recorded 
or which is for the purpose of financing or refinancing 
the construction or purchase of an entire residential 
building or other entire structure. 


SECTION 6(1) 

A new subsection reading as follows is added at the 
end of Section 6: 

(2) Any extension of instalment loan credit which is 
made to a person whose income is derived principally from 
the operation of a business enterprise of which such person 
is the owner or proprietor, provided the extension of 
credit is for the purpose of financing such business enter- 
prise and is not for the purpose of purchasing any listed 
article or secured by any listed article purchased within 
45 days before the extension of credit. 


SECTIONS 8(a), 8(b), 8(c) and 8(d) 

The effective date of sections 8(a), 8(b), 8(c) and 
8(d) has been postponed from November 1, 1941, to 
December 1, 1941, and they have been changed to read 
as follows: 


(a) RENEWALS OR REVISIONS.—If any obli- 
gation or claim evidencing any extension of instalment 
sale credit or instalment loan credit is renewed or revised 
by a Registrant, the extension of instalment credit does 
not comply with the requirements of this regulation if 
such renewal or revision has the effect of changing the 
terms of repayment to terms which this regulation would 
not have permitted in the first instance for such credit; 
Provided, That nothing in this regulation shall be con- 
strued to prevent any Registrant from making any 
renewal or revision, or taking any action that it shall 
deem necessary in good faith, (1) with respect to any 
obligation of any member of the armed forces of the 
United States incurred prior to his induction into such 
service, or (2) for the Registrant’s own protection in 
connection with any obligation which is in default and 
is the subject of bona fide collection effort by the Regis- 
trant. 

(6) ADDITIONS TO OUTSTANDING CRED- 
IT HELD BY REGISTRANT.—An extension of 
instalment sale credit or instalment loan credit does not 
comply with the requirements of this regulation if it is 
consolidated with any obligation or obligations held by 
the Registrant evidencing any prior extension or exten- 
sions of instalment credit to the same obligor, unless the 
additional extension of credit complies with the maxi- 
mum credit value limitations applicable thereto (if any) 
and, in addition, the consolidated obligation complies 
with one of the following options: 

OPTION 1. The terms of the consolidated obliga- 
tion shall be such as would have been necessary to meet 
the requirements of this regulation if the two obligations 
had not been consolidated; or 

OPTION 2. The consolidated obligation shall pro- 
vide for a rate of payment, throughout its term, which is 
(A) at least as large per month as the rate of payment 
or payments on the outstanding obligation or obligations 











being consolidated would have been for the month com- 
mencing on the date of consolidation, and (B) is larger 
to whatever extent may be necessary in order to repay 
the consolidated obligation within 15 months. 


(c) CREDIT TO RETIRE OBLIGATIONS 
HELD ELSEWHERE.—Any extension of instalment 
loan credit, the proceeds of which a Registrant knows or 
has reason to know will be used in whole or in part to 
retire any extension of instalment credit not held by 
such Registrant, shall be subject to the provisions of this 
regulation to the same extent as if the obligation being 
retired were held by the Registrant. 

(d) STATEMENT OF NECESSITY TO PRE- 
VENT UNDUE HARDSHIP.—Notwithstanding the 
provisions of sections 8(a), 8(b) and 8(c), if a Reg- 
istrant accepts in good faith a statement of necessity as 
provided in the following paragraph, the renewed, revised 
or consolidated obligation may provide for a schedule 
of repayment as though it were a new extension of instal- 
ment loan credit subject to section 5(b), even though such 
action results in the reduction of the date of repayment 
thereon. 





The requirements of a statement of necessity will be 
complied with only if the Registrant accepts in good 
faith a written statement in form and content prescribed 
by the Board and signed by the obligor that the con- 
templated renewal, revision or other action is necessary 


in order to avoid undue hardship upon the obligor or his, 


dependents resulting from contingencies that were un- 
foreseen by him at the time of obtaining the original 
extension of instalment credit or which were beyond his 
control, which statement also sets forth briefly the 
principal facts and circumstances with respect to such 
contingencies and specifically states that the renewal, re- 
vision, or other action is not pursuant to a preconceived 
plan or an intention to evade or circumvent the require- 
ments of this regulation. Until the Board has prescribed 
the form and content of the statement of necessity the 
Registrant may in good faith accept a written statement 
in any form, provided such statement otherwise conforms 
to the requirements of this section. 


SECTION 9(f) 

Old section 9(f), which is superseded by language in 
the amended section 5(e), is stricken out and a new 
section 9(f), which reads as follows, has been substituted : 

(f) “FARMER PLANS.”—When appropriate for 
the purpose of facilitating repayment in accordance with 
the seasonal nature of the obligor’s main source of in- 
come, an extension of instalment credit which is made 
to a person who is engaged in agriculture and derives 
income principally therefrom may be payable in any 
amounts and at any intervals, notwithstanding sections 
4(c), 4(d) and 5(c): Provided, That (1) the exten- 
sion of credit complies with the applicable provisions 
concerning the amount and maximum maturity of the 
credit and (2) at least one-half of the credit is to be 
repaid within the first half of the applicable maximum 
maturity. 

SECTION 10 

Section 10 is changed to read as follows: 

SECTION 10. EFFECTIVE DATE OF REGULATION 


This regulation shall become effective September 1, 
1941, except that sections 8(a), 8(b), 8(c) and 8(d) 
and the amendments made by Amendment No. 2 shall 
not become effective until December 1, 1941. 


SUPPLEMENT, PART 4 


In Part 4 of the Supplement, the figure $1,000 is 
changed to $1,500. 


Interpretations 


The following additional interpretations of Regulation 
W relating to the extension of instalment credit have 
been issued by the Board of Governors of the Federal 
Reserve System. Interpretations 25 through 48 will be 
found in this issue starting on page 22. Interpretations 
1 through 24 will be found in the October Crepit 
Wok Lb starting on page 22. 


49. RENEWALS OR REVISIONS UNDER SEC- 
TION 6(f)—The Board has received a question 
under Regulation W which may be stated as fol- 
lows: “If an extension of credit which was origi- 
nally made as a 3 months credit conforming to Sec- 
tion 6(f) is renewed or revised, must it be limited 
to a maturity of 3 months from the date of the 
renewal or revision, or may it have a maturity of 
as much as 18 months from the date of the renewal 
or revision as in the case of a credit which was not 
originally under Section 6(f)? If the renewal or 
revision of such a credit occurs on or after Novem- 
ber 1, does it require a statement of necessity as 
specified in Section 8(a) ?” 

1. A renewal or revision of a 6(f) credit is not 
limited to a maturity of three months from the date 
of the renewal or revision, and is limited only to 
a maximum maturity of 18 months from the date 
of the renewal or revision as in the case of renewals 
or revisions of other credits under the regulation. 
If the renewal or revision occurs on or after Novem- 
ber 1, and alters the terms of repayment to terms 
which would not have complied with Section 6(f) 
in the first instance, the renewal or revision may not 
be made unless a statement of necessity is accepted 
in good faith as specified in Section 8(a). 

2. The preceding paragraph would not apply in the 
case of the first renewal or revision on or after 
September 1 of a credit which was originally ex- 
tended before September 1. As indicated in Inter- 
pretation 19 and Interpretation 28 in discussing 
other pre-September credits, any pre-September 
credit may be renewed or revised once without the 
statement of necessity and on any terms which the 
registrant would have granted in good faith in the 
absence of the regulation. 

3. It is important to note, as pointed out in Inter- 
pretation 19, that Section 8(g) prohibits any exten- 
sion of instalment credit in connection with which 
there is any evasive side agreement for the subse- 
quent renewing or revising of the credit. Any 
renewal or revision beyond the period originally 
permissible for the credit must be the bona fide 
result of some development coming after the mak- 
ing of the original extension of credit. Unless it 
is such a bona fide result of a subsequent develop- 
ment, it is prohibited by Section 8(g). 

50. HOUSEHOLD FURNITURE WITH 
BUILT-IN RADIO—The Board has been asked 
whether a piece of furniture, such as a table, lamp, or bed, 
having a radio built in and a composite part of the article 
is to be classified as household furniture or as a radio. 








The classification depends upon the relative value of 
the component parts. If the value of the radio is greater 
than the value of the table, lamp, or bed as a separate 
piece of furniture, then the article is to be classified as 
a radio. ; 

51. HOUSEHOLD FURNACES AND HEAT- 
ING UNITS FOR FURNACES—The classification 
“household furnaces and heating units for furnaces (in- 
cluding oil burners, gas conversion burners, and stok- 
ers)” includes heat generating sources such as furnaces 
and boilers, and appurtenances which form a part of such 
sources, individually or collectively installed, when such 
sources or appurtenances are designed for actual net out- 
put of 240,000 B.T.U. per hour or less. For purposes of 
determining the maximum amount of credit the bona fide 
cash price of such equipment is considered to include the 
cost of installation and the cost of accessories such as 
fuel oil storage tanks, heat control units, or coils for heat- 
ing domestic hot water installed at the time of the in- 
stallation of the furnace, boiler or heating unit. The 
classification does not include piping, ducts, radiators, 
convectors, or registers installed in connection with such 
equipment, but it is to be noted that these items may fall 
within the classification of materials and services referred 
to in Group E of Part 1 of the Supplement. 


52. RENTAL, BAILMENT OR LEASE CON- 
TRACTS, WITH OPTION TO PURCHASE—The 
Board has been asked several questions about the appli- 
cation of Regulation W to a case in which a registrant 
rents a piano or other listed article to a customer and 
the rental contract includes an option giving the cus- 
tomer the right to purchase the article. 

Executive Order No. 8843, under the authority of 
which Regulation W is issued, and Section 2(b) of the 
regulation, define “extension of credit” as including “any 
rental-purchase contract, or any contract for the bail- 
ment or leasing of property under which the bailee or 
lessee has the option of becoming the owner thereof.” 
Therefore the type of contract to which the inquiry re- 
lates is subject to the provisions of Regulation W. Under 
these provisions it is necessary that, under such a con- 
tract, the registrant obtain, at or before the delivery of 
the article to the lessee, a deposit equal to the amount of 
the down payment which the regulation would require 
upon an instalment sale of the listed article, and that the 
lease call for periodic payments in an amount not less 
than the amount of the instalments which Regulation W 
would require on an extension of instalment sale credit 
arising out of the sale of the article. In the event that 
the lessee decides to exercise his option to purchase the 
article, these payments, including the deposit, under the 
lease will serve in lieu of both the necessary down pay- 
ment and the instalments which would have been due 
between the date of the original lease and the date the 
option to purchase is exercised, and the balance of the 
sale price may be paid in instalments subject to the final 
maturity of 18 months from the date of the original 
lease. In the event that the lessee decides not to exercise 
his option to purchase, the registrant may return to him 
the difference between the payments, including the de- 
posit, which the lessee has made and the amount of rental 
that may have been agreed upon for the period that the 
lessee has retained the article, and it is permissible for 
the lease to contain a provision to this effect. It should 
be noted that the Regulation does not apply to a bona fide 
rental agreement under which the lessee does not receive 


a transfer of ownership, does not obligate himself to pay 
as compensation a sum substantially equal to or in excess 
of the value of the article, and does not receive an option 
to purchase. 

53. GOOD FAITH STATEMENT, SECTION 
8(c)—An inquiry which may be stated as follows has 
been received under Regulation W: 

Section 8(d) refers to Statements of Necessity as pro- 
vided in paragraphs (a), (b) and (c) of Section 8. How- 
ever, paragraph (c) does not contain the words “State- 
ment of Necessity.” Is the “written statement”’ described 
in Section 8(c) to be regarded as a “‘Statement of Neces- 
sity’? If the answer is in the affirmative, would it be 
desirable as a practical precaution for any bank or other 
lender extending instalment loan credit to take, in every 
case, the written statement referred to in Section 8$(c) ? 

The written statement referred to in the last sentence 
of Section 8(c) is not a “Statement of Necessity” of the 
kind referred to in Section 8(d). Section 8(c) refers 
to Statements of Necessity only to the extent that it in- 
corporates by reference certain requirements of “Section 
8(a) or 8(b), including the provisos thereof.” With 
respect to last part of inquiry, see Interpretation 35. 

54. RENEWALS, REVISIONS AND CON- 
SOLIDATIONS—An inquiry which may be stated as 
follows has been received under Regulation W: 


Section 8(e) provides that the requirements of Sec- 
tion 8(a), (b) and (c) do not apply “to any renewal 
or revision” of an extension of credit made prior to Sep- 
tember 1, and provides in effect that any such extension 
of credit may be renewed or revised once on or after 
September 1. Do the same principles apply to an exten- 
sion of credit to retire an obligation held elsewhere, as- 
suming the latter covers an extension of credit made 
prior to September 1? 

Section 8(e) refers specifically to Section 8(c), and 
therefore the same principles apply as in the case of a 
renewal or revision by the original obligee. These prin- 
ciples are discussed in Interpretations 19 and 28. 

55. BONA FIDE CASH PURCHASE PRICE OF 
AUTOMOBILE—A question has been received under 
Regulation W concerning a sum of $50 to $100, some- 
times called a “‘pack,’’ which a dealer may at times in- 
clude in the price of an automobile as quoted to customers. 
When the automobile is sold, all or part of this sum may 
be eliminated from the price actually paid by the pur- 
chaser, either by an increase in trade-in allowance or by 
way of discount on cash purchases. The question is 
whether, in determining the maximum credit that can be 
extended to the customer, such an extra sum of $50 to 
$100 may be included, either as part of the “bona fide 
cash purchase price” of the automobile and accessories 
or, in the case of a new automobile, as part of Item 1 
or Item 4 of Part 3(a) of the Supplement. 

In determining what is the “bona fide cash purchase 
price’ of a given automobile to be used in determining 
the maximum amount of credit under Part 3, padding of 
any kind (such as the “pack” referred to in the question 
if it is to be eliminated from the price actually paid by 
the customer by an increase in trade-in allowance or by 
some other device) must be excluded. In the specific 
case of a new automobile the maximum credit value can 
in no event exceed 6674 per cent of the sum of Item 1 
through 4 of Part 3(a) of the Supplement, and a $50 to 
$100 sum such as that described in the present question 
could not be included in any of these four items. 
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Charge 
Account 
Promotion 


C.D. Hill" 


the field of retail merchandising, the subject of 

charge account promotion is of very great impor- 

tance. I doubt seriously that the same plan of 
operation can be found in any two retail stores, but I 
am equally sure that a large majority of retailers solicit 
new charge accounts in one way or another, and many 
of them promote, at least to some degree, inactive ac- 
counts. Speaking from my own experience, for more 
than twenty years I have been an enthusiastic subscriber 
to that plan which will keep accounts in an active state, 
and have followed vigorously every lead which will 
place new accounts on the books of my firm. 

In looking back over my twenty-one years’ experience 
in the retail credit field, I am reminded that at the be- 
ginning of this period there were few credit bureaus, 
particularly in the South, and those that did exist were 
usually outcasts of Chambers of Commerce and most 
inefficiently operated. Files of customers were in no 
degree complete in these bureaus and oftentimes before 
one could open an account, it was necessary to call cer- 
tain retail stores direct for information, and then you 
got the sort of information those stores wanted to give 
which many times was unfavorable if they felt that they 
were about to lose a customer. There had not been de- 
vised any cooperative workable plan of handling credit 
sales, few merchants had realized the necessity of develop- 
ing and training specialists to handle the credit division 
of their businesses, and so these credit bureaus could do 
little more than assist in a small way in solving the credit 
problem which was becoming one of great magnitude. 

Today it is different. There has been a rapid organ- 
ization and development of merchant and privately owned 
bureaus, and there is hardly a village to be found with- 
out some form of reporting agency. The efficiency of 
these bureaus has increased to an almost unbelievable 
extent, and through the service they render, the “Guess” 
has been completely removed from the retail credit field. 

Likewise, the promotion of sales through new charge 
accounts and the reviving of inactive accounts has had 
a similar development until it is difficult to find a pro- 
gressive retail store sufficiently capitalized that does not 
recognize the importance of this function in its relation- 
ship to the successful operation and continued progress 

*Mr. Hill, who is Credit Manager of The M. M. Cohn Co., 
Little Rock, Ark., gave this talk at the seventeenth annual con- 


vention of the Arkansas Credit Association at Rogers, Ark., 
September 7-9, 1941. 
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of these institutions. As individuals many of us have 
more charge accounts than we need, and yet we feel, at 
least to some degree, than an honor has been bestowed 
upon us when we receive invitations to open charge ac- 
counts, and even a credit card from a retail distributor 
of gas and oil is appreciated. 

Much can be said on the promotion of charge ac- 
counts; but I believe more good will likely come from 
a general discussion of the various plans now in use; so 
after outlining briefly the plans followed by my own 
organization, let us get right into the discussion of the 
subject. 

Most of my time is devoted to the handling of all 
phases of account promotion. For new accounts, every 
newcomer to our city and trade territory is immediately 
investigated and solicited. If his position is such as to 
cause us to feel that he is entitled to credit, he is so- 
licited before investigation, but the investigation is made 
and report received on every account solicited, with 
one exception, Army officers. 

Every executive of our institution is entirely familiar 
with our plan and is continually referring names to us 
for solicitation. Salespeople are constantly on the alert 
in turning in new names, and 25¢ is paid for each ap- 
proved account turned in by a salesperson, except during 
two major sales when as an added incentive 50¢ is paid 
for each account opened. 

When banks of the trade territory hold their annual 
elections, newspapers are watched for each new name 
not on our list of accounts. Officers and Directors of 
each new firm organized are investigated and solicited. 
We follow up as often as possible, and attempt to do 
this each sixty days, every account approved and not 
opened. In short, we are constantly on the alert for 
every possible prospective new customer. 

Inactive accounts are determined by a check of our 
inactive files and active trays, and twice each year ac- 
counts not active for a period of ninety days or more are 
solicited and much thought and consideration is given 
to each letter written. It must produce results. I had a 
very illuminating experience on the solicitation of inac- 
tive accounts last spring, wherein a check of the results 
a few days ago revealed that out of 3,477 solicitation 
letters mailed, 1,227, or 35.28 per cent, became active, 
and average sales per account were $25.00. From my 
own experience, this is an exceptional result. 

The number of accounts which will become inactive 
in the course of one year is astounding, unless account 
promotion is consistently followed. Then even the per- 
centage is entirely too great. We, in our organization, 
are so much concerned about the matter, and our efforts 
in account solicitation have been so substantially re- 
warded that for each remittance on an account for 
$50.00 or more, we write a letter of thanks. This let- 
ter is rewritten monthly so that the same letter will not 
be written to any one customer twice. This costs money, 
but the returns amply justify the expense. 

Many stores carry the function of account promotion 
much farther than our organization, in that actual analy- 
sis of purchases by departments is regularly made and 
customers solicited for departments in which they have 
not before purchased. Some good results can be ob- 
tained, but this feature of account promotion is expen- 
sive and from our own experience results obtained did 
not justify the expense. 























-“Round-Trip Selling” 





(Beginning on page 14) 


merchandise problem, particularly in their publication, 
Does Distribution Cost Too Much? I believe that no re- 
turn merchandise report would be complete without ref- 
erence to Minneapolis, which city has done a splendid 
job for a period of ten years. They are depending now 
on persistent follow-up of their initial efforts, and you 
will recall they reported improvement of 17 per cent 
during the first seven months of their program. Present 
activities are newspaper advertisements and package en- 
closures. Boston is concentrating its efforts on its central 
file for 50 per cent offenders and a new statement and 
package enclosure. Baltimore’s campaign has been in 
force since 1938 and depends upon package enclosures. 
They report that there is an improvement of 3 to 5 
per cent; however, no follow-up or aggressive action was 
taken and they probably lost the value of the initial 
movement. Cleveland is devoting its return merchan- 
dise campaign to talks before clubs, schools, and organiza- 
tions, as well as the education of its sales departments. 
Detroit has had a campaign since May of 1930, con- 
sisting of package enclosures, and in January, 1931, they 
reported an improvement of 10 per cent. Although 
they have been unable to get a community agreement, 
the interested stores are going ahead individually. Their 
activities consist of newspaper advertisements and pack- 
age enclosures, and for ten years their experience is 
impressive in the face of the local situation. Richmond, 
Virginia, started their program in 1933 with newspaper 
advertisements and statement enclosures, and they re- 
ported that they have kept the city return merchandise 
conscious, and that they have no new plans for the 
present. Dallas has done a typical Texas job since 1937. 
They have had an aggressive campaign of the education 
of salespeople and package enclosures. Their 1941 pro- 
gram consists of a new slogan, “Returnitis,” and a series 
of humorous newspaper advertisements. The whole 
campaign carries a tremendous punch. 


Accomplishments in Other Cities 


Los Angeles is working on the program and from re- 
ports we believe that they will soon announce a very 
interesting campaign which will be based upon some 
rather intensive study over a period of many months. 

San Francisco is depending upon a four-day package 
enclosure to control their situation. 

As to Oakland, we have made mistakes and suffered 
disappointments. Some of our ideas have been only 
partially successful, and, frankly, our best results were 
obtained in 1939. We do believe, however, that the 
results have justified the efforts, as returns are down 
and customers and salespeople are return-merchandise 
conscious. One store executive remarked recently that it 
was interesting to see that his organization was becoming 
more return-merchandise conscious than they had ever 
been in the past. 

For those interested in planning a program for their 
communities, it might be well to study the situation care- 
fully and be satisfied that it is sufficiently acute to insure 
the wholehearted cooperation of top executives, because 
without their support little can be accomplished. 








Credit and Collection Principles and Practice 
(McGraw-Hill Book Company, 330 West 42nd Street, 
New York, N. Y., 679 pages, $4.50)—Generally re- 
garded as one of the best treatments of the subject avail- 
able, this standard text by Albert F. Chapin, Associate 
Professor of Finance, New York University, presents the 
principles and practice of commercial credit in relation 
to the wholesaler, the manufacturer, and the bank. In 
the first part the author discusses the effect of credit upon 
business, the instruments of credit, the organization of 
credit work and the factors affecting the quality of a 
credit risk. The second part deals with credit investiga- 
tion and analysis, and the third part covers the entire 
field of collections. Professor Chapin has revised the 
text to bring the material into conformity with present- 
day economic conditions and business practice. 
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Retail Trade 1939, Kinds of Business, By 
Areas, States, Counties and Cities (Bureau of the 
Census, Washington, D. C., 854 pages, $2.00)—This 
volume is an assembly of the data previously issued in in- 
dividual State reports but contains, in addition, a com- 
plete description of kinds of business and explanation of 
terms, a reproduction of the schedule forms, and sum- 
mary tables for the United States. Order direct from 
the Superintendent of Documents, Government Printing 
Office, Washington, D. C. 


Ud 


How to Keep Wage and Hour Records ( United 
States Department of Labor, Wage and Hour Division, 
Washington, D. C., 32 pages, Free)—These are the of- 
ficial regulations under which an estimated 350,000 em- 
ployers under the Act must keep records concerning more 
than 15,500,000 employees. One-fourth of Wage and 
Hour inspections show technical violations through fail- 
ure to keep records properly. These regulations repeal 
and supersede all regulations previously issued on records 
to be kept by employers pursuant to Section 11 (c) of 
the Fair Labor Standards Act. 


ay 
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Instalment Selling—Pros and Cons (Pollak 
Foundation for Economic Reseazch, Newton, Massachu- 
setts, 32 pages, 10 cents)—This pamphlet by William 
Trufant Foster is based on the recent consumer credit 
studies of the National Bureau of Economic Research 
and the Russell Sage Foundation. It relates why the 
government restricts instalment buying; “fair” and “un- 
fair’ statements of financing costs; and the effects of 
instalment buying on prosperity and depression. In addi- 
tion there are fourteen cautions for anyone buying on 
instalments. 
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Sales and Collection Trends 


September, 1941, vs. September, 1940 


Compiled by Research Division, National Retail 
Credit Association 


Arthur H. Hert, Research Director 
REDIT SALES increased 5.2 per cent during 


September; total sales 15.1 per cent; and collec- 
tions 5.4 per cent, in the United States and 
Canada, as compared with September, 1940. These 
continued increases are attributed to improved employ- 
ment and higher wages, due to defense work. However, 
in some cities the installment regulation effected a de- 
crease in credit sales. 
Highlights of the monthly analysis are shown in the 
tables below: 
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Highlights for September 


40 Cities reporting. 
13,664 Retail stores represented. 


COLLECTIONS 
37 Cities reported increases. 
5.4% Was the average increase for all cities. 
34.6% Was the greatest increase (Toledo, Ohio). 
1 City reported no change (Ada, Okla.). 
2 Cities reported decreases. 
2.9% Was the greatest decrease (Grand Rapids, 
Mich.). 
CREDIT SALES 
30 Cities reported increases. 
5.2% Was the average increase for all cities. 


36.0% Was the greatest increase (Cedar Rapids, 
Iowa). 


1 City reported no change (Tyler, Texas). 

9 Cities reported decreases. 
10.0% Was the greatest decrease (Charlotte, 

N. C.). 
TOTAL SALES 
40 Cities reported increases. 
15.1% Was the average increase for all cities. 

32.2% Was the greatest increase (Abilene, Texas). 
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Canada Restricts Installment Credit 





Effective October 14, the Canadian Government 
ordered drastic restrictions on installment buying and 
borrowing to divert more production and a bigger share 
of the national income to war efforts. These restrictions 
apply not only to retail sales, but also to lending institu- 
tions. The major regulations include: 


1. The down payment on any goods affected by the 
order—other than private automobiles—must be at least 
one-third of the total cash price and never less than $10. 
The balance must be paid within 12 months and monthly 
payments must not be less than $5. 


2. The minimum down payment on automobiles must 
be 50 per cent of the cash price. The balance must be 
paid within 12 months on cars costing less than $500, 
and within 18 months on cars costing more than $500. 
The down payment in each case includes the value of 
any “trade-in.” 


3. Affected articles bought on a charge account become 
subject to the terms of installment sales if not paid for 
within 10 days of the due date. 


4. No one may, by borrowing money from a bank 
or other loan corporation upon the security of a listed 
article purchased during the previous 45 days, obtain 
more credit, or credit for a longer time than if he had 
originally bought the article under the installment terms 
now prescribed. 








STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, 
ETC., REQUIRED BY THE ACT OF CONGRESS OF AUGUST 24, 
1912, AND MARCH 3, 1933. 


ont CREDIT WORLD, published monthly at St. Louis, Mo., for October 1, 


State of Missouri ' s 
City of St. Louis 


Before me, a Notary in and for the State and county aforesaid, per- 
sonally appeared Lindley S$. Crowder, who, having been duly sworn according 
to law, deposes and says that he is the Editor of The Creprr Wortp, and that 
the following is, to the best of his knowledge and belief, a true statement of 
the ownership, management (and if a daily paper, the circulation), etc., of the 
aforesaid publication for the date shown in the above caption, required. by the 
Act of August 24, 1912, as amended by the Act of March 3, 1933, embodied 
in section 537, Postal Laws and Régulations, printed on the reverse of this 
~ to wit: 

. That the names and addresses of the publisher, editor, managing editor, 
a business manager are: 


Publisher, National Retail Credit Association-....._.......-_~- St. Louis, Mo. 
SO eevee St. Louis, Mo. 
Managing Editor, Arthur H. Hert..............-...___ ~----St. Louis, Mo. 
Business Manager, hs ie Se inadindnanimmaninniintmmae St. Louis, Mo. 


2. That the owner is: National Retail Credit Association, 1218 Olive Street, 
St. Louis, Mo.; D. D. Bolen, President, c/o Younker Brothers, Des Moines, Ia.; 
First Vice- Nady | ea Burris, John Taylor Dry Goods Co., Kansas ‘City, 
Mo.; Second Vice-President, F. W. Barton, ( Rn Lumber Co., Worcester, 
Mass.; L. S. Crowder, General Manager-Treasurer, 1218 Olive Street, St. Louis, 

0.3 "Arthur H. Hert, Secretary, 1218 Olive Street, St. Louis, Mo. No stock. 
Official organ of the National Retail Credit Association. 


3. That the known bondholders, mortgagees, and other security holders own- 
ing or holding 1 per cent or more of total amount of bonds, mortgages, or 
other securities are: None. 

4. That the two paragraphs next above, giving the names of the owners, 
stockholders, and security holders, if any, contain not only the list of stock- 
holders and security holders as they appear upon the books of the company but 
also, in cases where the stockholder or security holder appears upon the books 
of the company as trustee or in any other fiduciary relation, the name of the 
person or corporation for whom such trustee is acting, is given; also that the 
said two paragraphs contain statements embracing affiant’s full knowledge and 
belief as to the circumstances and conditions under which stockholders and 
security holders who do not appear upon the books of the company as trustees, 
hold stock and securities in a capacity other than that of a bona fide owner; 
and this affiant has no reason to believe that any other person, association, or 
corporation has any interest direct or indirect in the said stock, bonds, or 
other securities than as so stated. by him, 


L. S. CROWDER, Editor. 
Sworn to and subscribed before me this 22nd day of September, 1941. 


Mary E. Riordan. 
(My commission expires May 18, 1945.) 














L. S. Grigsby Now in Active Duty 


Louis §S. Grigsby, formerly Manager, Philadelphia 
Credit Bureau, is now a Lieutenant in the United States 
Naval Reserve, attached to the Fourth Naval District 
Staff Headquarters, Securities Building, Philadelphia. He 
would like to hear from his friends throughout the 
country. 


Stay of Action for Men in Service 


The National Office has received several inquiries 
from our members concerning the limits on stay of action 
for men in the service of the United States. We sub- 
mitted the question to R. Preston Shealey, our Washing- 
ton Representative, and here is his reply: 

Section 204 of the Civil Relief Act of October 17, 1940, 
limits stay of action to the period of military service and 
three months thereafter. I discussed this matter with an 
officer on the staff of the Judge Advocate General of the 
Army and he agreed with this interpretation, and further 


said that there has been no amendment, since enactment of 
the law, applicable to this section. 


Miami Credit Men Elect Officers 


At the annual meeting of the Retail Credit Associa- 
tion of Miami, Florida, the following officers were elected 
for the ensuing year: President, E. P. McConnell, Emer- 
son Tire Co.; Vice-President, Francis Farrey, Farrey 
Hardware Co.; and Secretary-Treasurer, D. F. Hos- 
ford, Miami Daily News. ‘The officers, with the re- 
tiring President, T. W. Godbold, Jr., constitute the 
Board of Directors. 


J. H. Edgerton Now With Blauner’s 


Justin H. Edgerton has joined Blauner’s, Inc., Phila- 
delphia, in an executive capacity in the operations and 
financial end of the business. This is a new post. He 
was formerly with Best & Co., James McCreery & Co., 
and Allied Stores, in New York, and with Jordan Marsh 
& Co., in Boston. He is a Past President of the Na- 
tional Retail Credit Association. Before joining 
Blauner’s, Mr. Edgerton was with E. H. Scull Co., 
management counsel, of New York. 


Louisville Retail Credit Managers Elect 


Following are the officers and directors of the Retail 
Credit Managers’ Association of Louisville, Kentucky, 
elected at the annual meeting, October 16: President, 
Roy H. Weinedel, Hess Furniture Co.; Vice-President, 
J. B. Schmidt, The Sutcliffe Co.; and Secretary-Treas- 
urer, Carson L. Bard, Credit Rating Co. Directors: Miss 
Madge Hawkins, Baynham Shoe Co.; Mrs. Mabel 
Sproehnle, Husch Bros.; Harold Crouch, Kaufman- 
Straus Co.; H. C. Bowers, J. Bacon & Sons; W. H. 
Smythe, Stearns Coal Co., and J. Hardin Ward, Stewart 
Dry Goods Co. 


Seattle Credit Men Elect New Officers 


At a recent meeting of the Retail Credit Association 
of Seattle the following officers were elected: President, 
Clayton Watkins, Seattle First National Bank; Vice- 
President, Douglas Stansbery, Retail Service Bureau; 
Secretary, Perry Bourlier, Carnation Co.; and Treasurer, 
M. L. Storhow, Frederick and Nelson. Directors elected 
were: Frank Price and Harry Crouch. 


New York C.W.B.C. Election 

At a recent meeting of the New York Credit Wom- 
en’s Breakfast Club the following officers were elected: 
President, Miss Sylvia Savoye, Emily Shops, Inc.; First 
Vice-President, Helen Lee, Bloomingdale Bros. ; Second 
Vice-President, Amelia Kiston, J. & J. Slater; Treasurer, 
Ann McCann, J. & L. F. Newman Co.; Assistant Treas- 
urer, Elaine Nielson, Betty Wales, Inc.; Recording Sec- 
retary, Madeline Bielman, Credit Bureau of Greater 
New York; and Corresponding Secretary, Mary Cue, 
Ridabock & Co. 





N. H. King 


N. H. King of San Antonio, Texas, Manager of the 
King Furniture Co., and Vice-President of G. A. Stow- 
ers Furniture Co., that city, died October 12. Mr. King 
Was active in association work of the furniture dealers 
association, and at the time of his death was President 
of the San Antonio Merchants Association. He is sur- 
vived by his widow, Mrs. Rose King, and a daughter, 
Eleanor King, of New York City. 





National Association Purchases 
Dominion of Canada Bonds 

Canadian members will be glad to learn that the Ex- 
ecutive and Finance Committees approved the purchase 
of $3,500 Dominion of Canada 314% bonds maturing 
October 15, 1949. This is in line with the National’s 
policy to cooperate with Canadian members by using 
Canadian funds only for Canadian purchases and ex- 
penses during the duration of the war. 


A. Harris Promotes Marth and Haas 
Fred C. Marth, Credit Manager, A. Harris & Co., 
Dallas, Texas, was made Assistant Secretary of the firm 
succeeding Rudolph Haas who became Vice-President 
and Treasurer. Mr. Marth is a director of the Retail 
Merchants’ Association of Texas and Past-President of 
the Dallas Retail Credit Men’s Association. 


Jor Sale— 


CreDIT BuREAU, in College town in Northeast Texas. 
Population 6,000. Established ten years. Priced right 
for quick sale. Address Box 111, Crepir Wor tp. 
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Interpretations of 
INSTALMENT REGULATION OF 
FENERAL RESERVE SYSTEM 


The following additional interpretations 
of Regulation W relating to the extension 
of instalment credit have been issued by 
the Board of Governors of the Federal 
Reserve System: 


25. 


26. 


ai. 


FIRST MORTGAGES—An | in- 
quiry which may be stated as follows 
has been received under Regulation 
W: “May first mortgage under Sec- 
tion 6(a) be considered ‘first lien’ even though a 
prior lien for current taxes not due and payable 
exists under state law?” 


The Board is of the opinion that in such a case 
the first mortgage is a “first lien” under Section 


6(a). 


FIRST LIEN—“First Lien” referred to in Section 
6(a) of Regulation W means any first lien created 
by agreement of the parties at the time of or as an 
incident to the extension of credit, including first 
mortgages, first deeds of trust, and the like. It 
does not, however, include a lien arising by opera- 
tion of law, independently of such an agreement, 
under statutes such as those designed to protect 
furnishers of labor or material. A lien of the kind 
existing in some jurisdictions which is sometimes 
referred to as a mechanic’s lien but which is a first 
lien created by agreement of the parties, and not by 
operation of law under a statute, is a “first lien” 
under Section 6(a). 


FIRST LIEN—Extension of credit “secured by a 
bona fide first lien on improved real estate duly 
recorded” is exempted by Section 6(a) of Regula- 
tion W even though the purpose of the credit is 
to purchase a listed article. For example, if the 
credit is secured by such a first lien it is exempt 
even though part of the credit is for the purpose 
of purchasing a furnace to be installed in the mort- 
gaged property and even though the lien does not 
extend to the furnace. Conversely, if a portion of 
the credit involved in the transaction is not secured 
by the lien, the exemption does not apply to that 
portion of the credit. 


RENEWALS, REVISIONS AND CONSOLI- 
DATIONS—Although Interpretation 19 dealt 
generally with renewals and revisions made during 
September and October, questions have been re- 
ceived regarding renewals or revisions made on or 
after November 1, of credits which were originally 
extended before September 1. 
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29. 


30. 





The controlling principle in such 
cases is that credit originally extended 
before September 1 may be renewed 
or revised once at any time on or 
after September 1 without the State- 
ment of Necessity referred to in Sec- 
tion 8(a) and on any terms which 
the registrant would have granted in 
good faith in the absence of the reg- 
This is the case whether such first renewal 


ulation. 
or revision of a pre-September credit occurs before 
November 1 (as discussed in Interpretation 19) or 


after November 1. When a pre-September credit 
has been once renewed or revised on or after Sep- 
tember 1, whether such renewal or revision occurs 
before or after November 1, any subsequent renewal 
or revision is subject to the same requirements which 
would apply if the credit being renewed or revised 
had originally been extended on or after September 
1. As indicated in Interpretation 19, the consolida- 
tion of a pre-September credit with a new credit has 
the same effect, for the purposes of this question, 
as a renewal or revision of the pre-September credit. 


STATEMENT OF TRANSACTION—The 
question has been asked whether, in view of Inter- 
pretation 5, registrant who is purchaser or pledgee 
of obligation or claim subject to Regulation is re- 
quired by Section 3(a) 2(B) to receive a copy’ of 
the statement of the transaction required by Section 


4(f). 


Answer is that purchaser or pledgee is not required 
to receive this statement. Section 4(f) provides 
that there shall be a written instrument or record 
of the transaction which shall contain certain in- 
formation and of which a copy shall be given to 
the obligor, but this instrument or record is not 
necessarily the same document as the “obligation or 
claim” which is discounted or accepted by the 
registrant under Section 3(a) 2(B). 





SECOND MORTGAGES—An inquiry which 
may be stated as follows has been received under 
Regulation W: A mortgagee, who has made a loan 
of $2,000 secured by a first mortgage, advances $400 
more to the same borrower but instead of combin- 
ing the two transactions into one debt secured by 
one mortgage, the lender takes another note and 
a second mortgage. Can the latter mortgage be 


regarded as a “first lien” within the meaning of 
Section 6(a) ? 











31. 


32. 


33. 


34. 


35. 


The Board is of the ‘opinion that the second mort- 
gage securing the additional loan of $400 may not 
be regarded as a “first lien” within the meaning of 
Section 6(a). 


PENALTIES—Is consumer who knowingly vio- 
lates or induces violation of Regulation subject to 
criminal penalties? 


Knowing participation in violation may subject 
offender to criminal penalties. 


GENERAL INTERPRETATION—S ection 
8(£) line 6, do words “any other extension of 
credit” mean any other extension of instalment 
credit? 


Words quoted include but are not confined to other 
extensions of instalment credit. 


DOWN PAYMENT ON LISTED ARTI- 
CLE—May a new furnace be purchased without 
down payment in emergency situations? 


Exceptions to down payment are those stated in 
Section 6, none of which extend to the situation 
described, and the exception inherent in Section 


5 (b). 


LOANS SECURED BY INSTALMENT CON- 
TRACTS—Suppose bank loans on instalment basis 
or otherwise to a finance company secured by instal- 
ment contracts on listed articles. Must bank look 
to regularity of security? If bank is not required 
to examine each item of collateral, what is purpose 


of Section 3(a) 2(B)? 


So long as bank’s payments arise only out of the 
loan as distinguished from the underlying obliga- 
tion, it need not investigate underlying collateral. 
This is so that lender who takes such collateral will 
not be in worse position than one who lent un- 
secured. However, if and when lender attempts 
to obtain payments which arise out of the under- 
lying obligation, i.e.,. to enforce the underlying 
obligation as distinguished from the loan, the lender 
is forbidden to receive the payments unless require- 
ments of Section 3(a) 2(B) were met. This is 
so that registrant who loans upon instalment obliga- 
tions will not be in more favorable position than 
one who discounts or purchases the obligation. To 
extent that registrant is willing to assume the busi- 
ness risk, he may lend on instalment obligation 
without inspection, realizing the disabilities which 
may appear later if it should become necessary to 
disregard loan and rely upon underlying instalment 
obligations. See Interpretation 5. 


STATEMENT OF GOOD FAITH—If bank 
makes instalment loan under $1,000, either secured 
by listed article or not secured at all, must bank 
take statement as to proposed use of proceeds of 
loan? 


Registrant is not required to take statement as to 
proposed use of proceeds in such cases irrespective 
of whether loan is secured by listed article. How- 
ever, statement accepted in good faith by registrant 


36. 


37. 


38. 


will protect registrant as mentioned in 8(c) and 
in similar provisions. 


SIDE LOAN TO MAKE DOWN PAY- 
MENT—May bank make loan secured by listed 
article owned more than 45 days in order to make 
down payment on new listed article? 


Section 8(f) does not prohibit making a loan which 
will serve as down payment. It merely applies to 
registrant who is required to obtain the down pay- 
ment (or required to limit loan to maximum credit 
value) and prohibits him from making the extension 
of credit if he knows or has reason to know of 
side loan for making the down payment. 


LOAN ON LISTED ARTICLE OWNED 
MORE THAN 45 DAYS—May bank make loan 
secured by listed article owned more than 45 days 
in order to pay in full the cash purchase price of a 
new listed article? 


Yes. 


Answer: 


MATURITY WHERE SEVERAL SALES 
ARE INVOLVED—Customer purchases from 
same seller listed articles on several different days. 
All purchases are put on open charge account with- 
out down payments with the understanding that 
when last article is purchased a definite contract 
will be made. If all purchases go into a single 
contract must the entire contract be dated back to 
the date of purchase of first article and must the 
18 months run from that earliest date? 


If intention is for instalment payments, down pay- 
ment should be obtained at times of different pur- 
chases. Similarly, 18 months maximum maturities 
would date from different purchases and need not 
go back to purchase of first article. 


39. RENEWALS OF STRAIGHT NOTE—When 


40. 


borrower makes bank loan on straight note for six 
months not payable in instalments is there anything 
in Regulation to prohibit an agreement at the time 
of making the loan to renew the loan at the end of 
six months period or at subsequent due dates? 


Question is not entirely clear and answer would 
depend on all relevant circumstances. There is 
nothing to prohibit agreement for renewal if renewal 
is to be made without reduction. However, if 
agreement is that renewal is to involve a reduction, 
loan would seem to be instalment credit and sub- 
ject to requirements of the Regulation. 


HEATING STOVES, SPACE HEATERS 
AND FURNACES—The Board has been asked 
to distinguish between “heating stoves and space 
heaters designed for household use” and “house- 
hold furnaces.” 


For purposes of Regulation W, the heat generating 
unit is a heating stove or space heater when it is 
designed to heat directly the space in which it is 
located ; the head generating unit is a furnace when 
it is designed for the transmission of heat by means 
of piping or ducts to the space which is to be heated. 


(Turn to “Regulation,” page 29.) 
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Ti (Beginning on page 4) [MI 


5. Is it good business to evict poor people from their 
homes for nonpayment of rent, no matter what the 
weather or their ability to find cover elsewhere? 

If your answers to these questions are on a basis of 
legal right you will say that the coal miners were thieves, 
that the company had a right to move away, that the 
farmers should have been jailed, that tear gas is permis- 
sible, and that you are not your brother’s keeper and need 
not furnish him a home, rent free. 

But as a matter of fact the law is not always strictly 
enforced in such situations. Current public opinion some- 
times overrides the law. This suggests that the law 
should be modified or that a better public opinion in 
support of the law should be created. Which shall it be? 

Let us try a few propositions not found in the Colum- 
bia survey: 


1. Much of the work heretofore done by courts is now 
being done by administrative commissions and arbitra- 
tion boards. Should this practice be curtailed? 

2. Every person in the country without present means 
of subsistence has for some time been guaranteed sub- 
sistence, at the expense of the producers. Should this 
system be made permanent? 2 

3. Big, centralized business is usually the most efficient 
business, but it has the power to and does affect our 
economic and social lives for good or evil. Often it is 
bad. Should business be decentralized and scattered 
widely over the country? 

Perhaps you can do better with a few questions aris- 
ing in your own special field of credit. You know that 
merchants and money lenders extend credit against chat- 
tel mortgages and title retaining contracts. Should they 
be denied the right to a deficiency judgment if the goods 
foreclosed fail to pay the debt? Or, should the ancient 
rule: “Let the buyer beware,” be completely replaced 
by the rule: “Let the seller beware”? Or, should the 
enormous debt now accruing for relief and defense be 
paid by taxation, bonds or inflation? 

These questions are not fantastic. You know just 
how real they are. Who is trying to answer them? I 
know of no common thought or concerted action on the 
part of those most capable of giving thought to a proper 
solution of these problems. But I do know that legisla- 
tures are attacking them with considerable gusto, and 
legislatures are generally composed of persons whose 
sympathies run to the groups who find solutions easiest in 
“soaking” the successful. 


The Correct Answers 


In my judgment most of these questions should never 
reach legislative halls for solution. If the coal barons 
had been foresighted and social minded enough at the 
beginning of the century to recognize that they owed 
some duty to the consumer and to the coal miners, they 
could have avoided the bitter. fight with Theodore 
Roosevelt and the subsequent closing and pillaging of 
their mines. 

If bankers had sought to learn the intricacies of 
credit and the profound responsibility connected with 
creating and handling credit, they might have avoided 
the collapse of the whole banking system. If sellers had 
not taken the maxim, “Let the buyer beware,” too literally 
they might have prevented the oft-recurring market 
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crashes. If the manufacturers had not always been prone 
to treat labor as a mere commodity, labor might not have 
become quite so obstreperous. 

I have often thought that a great many of our mal- 
adjustments have arisen because of the formula for suc- 
cess tolerated, if not approved, by us all. It is a formula 
inherent in the profit system. No one can become very 
rich by his own labor alone, but if he gets into a position 
where he can take just a little of the product of the 
labor of others, he can amass wealth rapidly—the rate of 
accumulation depending upon the amount he takes from 
each individual and the number of people who are will- 
ing to contribute to him. The recognized and legal 
method of compelling such contributions is through 
wages fixed by the employer, rent exacted by the landlord, 
interest charged by the money lender, and prices fixed by 
the producer and the dealer. 

If wages bear no relation to the value of the goods 
produced, if rent is higher than the cost of construction, 
maintenance and operation of the building, if prices con- 
tain a margin much in excess of the cost of production 
and handling of the goods, then the employer, the land- 
lord, the producer and the dealer are literally dipping 
into the other fellow’s pocket and taking from him money 
to which they are not entitled. 


Profit Limitations 


What I am suggesting is that there is a point beyond 
which profits cannot go without becoming a species of 
extortion. How much profit, then, on capital investment 
is enough? You see it is no trouble at all to raise 
troublesome questions. Heretofore, and before legisla- 
tures began to interfere, the limit of profit was what 
the market would bear, subject only to competition and 
the ability of the consumer to buy. But capable, ener- 
getic capitalists soon learned how to eliminate competi- 
tion. All they had to do was send fictitious corporate 
persons into the field with instructions to seize control of 
all capital, thereby driving competition out, and making 
ability to pay the sole limitation on the size of profits 
taken. 

This statement may be so broad as to have some of the 
vices of a half truth, but it cannot be denied that 
monopoly through corporate control in this century has 
become sufficiently obnoxious to enough people to enable 
them to secure national and state legislation condemning 
monopoly and providing punishment for it. Indeed, 
legislative restrictions are still being invented- and applied 
much to the disgust and displeasure of capitalists, to the 
deep satisfaction of anti-capitalists, and to the indifference 
of large unthinking masses of the people. 

The point I want to emphasize is that legislative 
manipulation of business is not the best way to secure 
satisfactory economic results; that such results can best 
be secured by those who run the machinery of production 
and distribution, because they are skilled in its operation 
and because their own vital interests are involved in the 
process. 


Successful Men Unwilling 
To Serve as Legislators 


It is a well-known fact that persons who are most 
successful in their trades, professions and businesses are 
most unwilling to serve as legislators, and even if they 
were willing to serve they would not want to be parties 











to legislating business control to political leadership. 
And so the tragedy is that those who are most competent 
to make adjustments in our economy do nothing in a 
concerted way to establish social justice either inside or 
outside of legislative halls. 

We have already gone a long way on the road to 
political control of private lives. Beginning with the 
passage of anti-trust laws, we have added government 
control of banking and credit, wages and hours, trans- 
portation and trade, sowing and reaping, maternity and 
child welfare, and finally we have reached the point 
where those who earn no money for themselves are per- 
mitted to dip directly into the public treasury to supply, 
at least, subsistence needs. 

I should be happy to be able to point out a simple 
solution to these perplexing problems. But solutions are 
not easy. Our nation is large and our activities complex 
almost beyond comprehension. Our roots are sunk deep 
in habit, and human nature prompts men to satisfy their 
human needs and desires with the least possible exertion, 
and no easier way has been devised to satisfy needs and 
desires than from other people’s labor. This produces 
a natural and an eternal conflict. Sometimes the conflict 
is between the people and the government because the 
government is always in a position to take something from 
everybody and sometimes it takes too much. And always 
there is the conflict among capital, labor and consumer. 
Sometimes the conflict reaches revolutionary proportions 
with unpredictable results. Generally the cost of ad- 
justment by revolutionary methods is too high, and what 
is worse, nothing ever seems to be permanently settled 
by revolution. 


Rule of Mutual Interdependence 

It seems thxt what is good for us all can be enthroned 
permanently by common consent only, and consent comes 
only through understanding and mutual sympathy. 
Government must understand and sympathize with its 
people and vice versa. And so it must be between 
capital and labor, producer and consumer, banker and 
borrower, and all classes whose interests may conflict. 
If the rule of mutual interdependence, instead of the 
rule of tooth and claw, could be made to work, all 
would be well. All of our great advances have been 
made by observance of the rule of mutual interdepend- 
ence, and that holds true for individuals, states and 
nations. 

If revolution and war are justified at all, it is because 
they teach us in the hard and bitter way that mutual 
respect for the rights of each other is the only basis for 
human liberty and permanent well-being. 

But the doctrine of force, for the settlement of dis- 
putes, is so much easier applied than the doctrine of 
agreement that we drift with ease into violence. Surely 
we ought to know the final outcome of violence! History 
is replete with examples, but if we did not have a line 
of history, we could still see, with our own eyes, dis- 
tressing, living examples on all sides. 

People are full of ideal and humane impulses, and 
while under the spell of such impulses they can and 
will weep over the tragedies of other lives, especially if 
they are depicted on a screen; they can and will share 
generously with others in times of disaster, but when 
they deal with one another in business they have to anchor 
their shirts with safety pins to keep from losing them. 


What we need is a decisive public opinion supporting 
the doctrine expounded by the President of the General 
Electric Company to the capitalists of the country as 
heretofore quoted, and as it was expounded by Samuel 
Gompers to the labor unions of the country at the 26th 
annual convention of American Federation of Labor, 
where he said: 

The aim of our unions is to improve the standard of 
life; to foster education and instil character, manhood 
and independent spirit among our people; to bring about 
recognition of the interdependence of man upon his fel- 
low-men. 

If our individual opinions on perplexing social and 
economic problems are to become a part of a decisive 
public opinion, we must be well grounded in basic 
principles. We should know, for instance, whether in 
the last analysis our own actions are dictated by hereditary 
prejudice or by reasoned convictions. We should also 
know whether we are believers in forcing a way of life 
down other people’s throats or whether we sincerely be- 
lieve that our conflicts can be solved by understanding 
and mutual agreement. 

To illustrate: Do you believe that chain-store mer- 
chandising should be curtailed or throttled? If you do, 
you will probably applaud every legislative act designed 
to throttle chain stores. That is an application of the 
doctrine of force. 

If you believe that chain stores should be throttled, 
how did you acquire that belief? Did someone tell you 
they are bad, or have your individual toes been stepped 
on by them? In either case, that is not sufficient ground 
for condemning chain stores. If study and experience 
show that chain store merchandising can bring more 
goods within reach of more people than the old system 
is able to bring, then chain store merchandising is here 
to stay just like steam shovels are here to stay, and 
nothing short of a totalitarian government can stop 
them. If chain store merchandising is uneconomic, only 
force can keep the system going, and force applied to 
maintain an uneconomic system is just as bad as force 
applied to kill it. 


Indifference on Part of People 


I think that one of the worst faults of our times is 
that we are too indifferent or too lazy to fortify our- 
selves with knowledge; that we are too prone to adopt 
clichés and slogans for facts and to demand impulsively 
that there ought to be a law against everything that runs 
counter to our prejudices. Notwithstanding this state 
of mind, we create a strange paradox: we want more 
and more prohibitive laws, but the more successful we 
are in our trades, professions and businesses the less we 
want to serve as lawmakers. We are content to turn 
the business of lawmaking to the least competent among 
us, or to those who have a fish to fry. It is a little 
humorous to hear people who never sacrifice anything 
to build or maintain an intelligent and honest govern- 
ment, crying to high heaven about the kind of govern- 
ment they get. 

It is not my purpose to undertake to furnish a full set 
of remedies for all our economic ills, because I am in 
the head-scratching days, but I have complete faith in 
the doctrine of the interdependence of men and full 
confidence that a course of action based upon that premise 
will right us in the end. 
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in our work as credit men we get our fill of inter- 
preting huge figures and rambling percentages 
ww that very often leave us talking to ourselves. 
How about some articles that will give us some thought 
on the real romance of business? We, as credit execu- 
tives, are not immune from the good inspiration often 
derived from the progress of others before us in our own 
business or the business of our fellow credit men. It will 
also help us to revive thinking along the lines of the 
“American way” of doing things that has today made 
our country the potential economic stabilizer of this 
world of unrest. 

There is real romance in business, hidden in the his- 
tory of many of our most successful enterprises. It is 
merely opening the archives and bringing to light the 
whys and wherefores. Most generally business history 
reveals a real necessity fitting into local community needs 
as well as state and national needs. In every case you 
will find that credit was extended and where would we 
all be if it were not for properly supervised credit? It 
has meant the growing of business as we know it today. 

Our company has always operated by extending credit. 
Without quoting endless figures I’ll endeavor to go back 
to the real beginning of The Flynn Dairy Company. 
You may draw your own conclusions as to whether credit 
in business pays or not, enabling you to follow through 
the romantic progress of our company. 






Des Moines, being the capital city of our great agri- 
cultural state of Iowa, naturally, like many other cities, 
went through a fast growing period. ‘This great influx 
of population also necessitated many new readjustments 
and one of them was a safe milk supply, which prior to 
1910 was badly needed. The need for a safe supply of 
milk was so acute several Des Moines doctors financed the 
starting of The Flynn Dairy Company. 

The first few years were very difficult and the doc- 
tors finally realized there was more to processing a safe 
supply of milk than just financing their idea. These 
doctors soon came to the conclusion that handling their 
professional duties and managing a dairy would not 
solve the situation and at the same time give Des Moines 
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the kind of milk supply they knew was needed. 

They scouted around for a capable manager. The 
type of man wanted took some time to find. Finally 
their attention was drawn to a young civil engineer who 
had an outstanding record to his credit and a reputation 
for being a detail genius. After much persuasion they 
induced this young civil engineer to take over. His name 
was Paul Beer and it wasn’t very long until, besides be- 
ing manager, he also became President of the company. 
He is still our president and general manager and go- 
ing stronger than ever. 


Our company progress under our president’s guidance 
has grown from an original capitalization of $40,000 to 
a capitalization of $1,000,000 today. From the start 
every function was coordination of every department and 
the following through of every detail, large or small. 
This was natural as it permeated throughout the entire 
organization coming from the president’s office. 

Our building and plant facilities increased as the com- 
pany progressed, and always the latest improved equip- 
ment was installed, keeping pace with the improvements 
for the betterment of processing Des Moines’ milk supply. 
Our new equipment today is the all stainless steel, auto- 
matic, high temperature, sixteen seconds pasteurizing sys- 
tem. This system for processing milk is regarded as the 
greatest contribution to the dairy industry of all time. 

We maintain our own complete laboratory supervised 
by a graduate bacteriologist. This department tests all 
milk supplies, foods, water supplies, and all laboratory 
tests incidental in our business for the assurance of qual- 
ity production. We also maintain our own engineering 
department, blacksmith shop, wagon repair shop, garage, 
refrigeration shop, all equipped with the latest machinery 
and operated by skilled employees. Our completeness 
of departmental setup, with one hundred and sixty-five 
employees, is necessary for full operation and production 
every day of the year. 

Now that you know something about the history of 
our company, I’ll give you an idea about credit as it 
applies to our business. 

Credit in the dairy business is fundamentally con- 











trolled as is credit in other retail lines. Of course, prac- 
tically all retail accounts are opened without the usual 
credit manager’s personal interview with the customer. 
It is simply, get the customer first then determine the 
credit. This method evidently has its merits, judging 
from the estimable position the dairy industry rates along 
with other business enterprises today. However, getting 
the customer first is in vogue in some of our leading 
retail concerns, and from all reports their experience is 
very gratifying. As one executive at the New York con- 
vention explained: ‘We spend thousands of dollars 
through advertising to get customers, and we do not 
think it is good business after we have drawn cus- 
tomers into our store to refer them to the credit depart- 
ment after they have made a purchase and do not have 
a charge account. We permit charges of nominal 
amounts to go through and determine credit later. What 
small losses are incurred are in part chargeable to adver- 
tising.” After carefully thinking about what he said, we 
find it is actually good sense. 

Every new customer of ours is left a “new customer 
card” to be filled out, giving full name, address, former 
address, and occupation. Also, there is a space 


Our greatest assistants are our route delivery salesmen. 
Recorded on each customer’s page of the route book are 
the ratings and terms. The milkman, as we know him, 
develops into quite an information bureau. When ac- 
counts get out of line, their knowledge and stories most 
generally enable us to protect our interests to a good 
advantage. In many cases they are responsible for ac- 
counts if sold over the specified terms. These “Don 
Juans” of the milky way develop into real diplomats of 
credit and at the same time simplify our procedure in 
directing them in their collections. We assist them by 
collection letters, phone calls, or collectors from our of- 
fice. The collector’s weekly pay represents a drawing 
account, and at the end of the month if he has not main- 
tained certain sales and collection percentages as expected 
on his route he finds his total wages for the month may 
be materially affected. 


Being credit executive for a large dairy also involves 
the wholesale credit angle. We sell to hotels, hospitals, 
schools, restaurants, grocery stores, drug stores, dry goods 
stores, in fact, any retail or wholesale outlet that has 
use for any of our many commodities. It hasn’t been 
long ago that one thought of dairies selling 





asking how they prefer to pay, weekly or 
semi-monthly. We omitted monthly terms 
purposely, because if that were on the card the 
majority would specify monthly terms, and 
that makes it harder to refuse should their 
credit report not warrant thirty-day terms. 
When a customer voluntarily specifies month- 
ly terms and we have to refuse him, it is 
easier to refer to the weekly or semi-monthly 
terms as specified on the “new customer card” 








only milk, cream, butter, and eggs. Today 
we sell ice cream, frozen vegetables, frozen 
fruits, frozen fish, cheeses of all kinds, meat 
loaves, salad dressings, cheese and macaroni, 
chocolate and fruit syrups, orange drink and 
chocolate drink. In fact our sales recapitula- 
tion covers over two hundred different units 
of sale. 

About fourteen years ago we sold our small 
wholesale outlets on the idea of paying cash 








he filled out. It softens the refusal as it is 
interpreted as a misunderstanding of our terms, and on 
90 per cent of the cases there is no friction with the cus- 
tomer about terms. The other 10 per cent are not en- 
tirely lost, as credit executives are students of sales psy- 
chology also. 

These “‘new customer cards” also assure us of the cor- 
rectness of the customer’s name, which is very beneficial 
for promotional work beginning with our first letter wel- 
coming him as a Flynn customer. People do have a 
certain amount of pride in their name and the misspell- 
ing of a name can destroy the entire purpose of a pro- 
motion letter or a collection letter. In the case of a pro- 
motional letter they feel our concern does not know them. 
They do expect us to know them, because they favored us 
with their business. In the case of an incorrect name 
on a collection letter he immediately says: ‘““What’s the 
difference, they don’t know who I am.” 

Newcomers to our city are solicited by our city repre- 
sentatives as well as by the “Welcome Wagon”’ hostess. 
By the time both reports are received we generally can 
determine the kind of a family we are to serve. This is 
augmented by automatic reports from our credit bureau 
mailed to us on all newcomers into our city. This serv- 
ice is, in my opinion, the finest aid in determining fur- 
ther how far we can go with Mrs. Newcomer, and also 
if good for the selling of additional merchandise other 
than milk and cream. 

Since we are selling the major portion of all the milk 
consumed in Des Moines, you may wonder how we keep 
in touch with all of our accounts selling them every day. 


daily. That was prior to our additional lines 
we now sell. We explained that our commodity, being 
a daily turnover item, was one of their greatest profit 
makers. Also, it would do away with checking weekly, 
two-weekly, or monthly statements covering so many 
small items purchased daily. The average small whole- 
sale outlets are unorganized for handling detail; there- 
fore, the idea was readily accepted as they welcomed 
eliminating the burden of checking a lengthy milk state- 
ment. ‘Today we sell 97 per cent of our small wholesale 
outlets cash daily. They have found it to be smart busi- 
ness, and many do the same with other concerns. 

During the depression years our cash daily terms 
proved very helpful when so many small business men 
had to liquidate. Our cash policy has also been a great 
aid since taking on so many other food items. It seems 
our average wholesale customer does not think about 
asking for credit unless it involves purchases running 
into sizeable amounts on frozen foods or cheese. We 
anticipated our extra food items would involve extend- 
ing credit to some of our outlets. To properly control 
this credit, we get automatic credit interchange reports 
periodically, informing us of our customer’s paying hab- 
its, amounts outstanding, and how much is past due. In 
all cases we insist upon payment according to the terms 
agreed upon and so far it has been very profitable. The 
last three years our loss on cheese and frozen food items 
has been practically nil, with a charge to bad accounts 
of only $5.79. Our charge to bad accounts covering all 
of our credit business is very nominal. 
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Revenue Bill 
of September 20, 1941 





R. Preston Shealey, Washington Representative 
Washington, D. C. 


Sections 2400, 2401 and 2402 impose retail excise taxes 
on, respectively, jewelry, furs, and toilet preparations. 
Members of the National Retail Credit Association are 
especially interested in the tax on jewelry and furs. 

Section 2403 to Section 2410, inclusive, are of a pro- 
cedural or definitive nature and include regulations to 
be promulgated by the Commissioner of Internal Revenue. 
The regulations were approved September 29, 1941 and 
filed with the Federal Registrar, September 30, 1941. 


Question I. What are the provisions of the law with 
respect to lay-aways? 

The answer to this question is supplied by the Com- 
missioner of Internal Revenue as follows: 


Articles sold on lay-away plan under conditional 
sale or contract for sale providing for installment 
payment with title passing at future date not subject 
to tax if contract entered, delivery made, and part of 
consideration paid prior to October 1. If delivery 
made or consideration paid or contract entered into 
on or after such date, tax due on installments paid 
on or after October 1. If article sold on credit or 
open charge account, tax due on full purchase price 
if title passes to purchaser on or after October 1. 


Question IJ. When must the return and payments be 
made? 


The answer to this question may be of prime im- 
portance. Returns of federal income or excess profit taxes 
must be mailed not later than midnight of March 15 of 
each year, but retail excise tax returns must be mailed 
accompanied by the check in time to be in the office of 
the Collector of Internal Revenue not later than the last 
day of the month succeeding that for which the return 
is made. In other words, the return for October 30, 
1941, and the check in payment of the return must be 
in the hands of the Collector not later than November 
30, 1941. Application of penalty for failure to file on 
time is mandatory and cannot be waived. Returns are 


made on Form 728-A. 


Question III. In what way are installment payments 
computed and paid? 

Answer: Payments under conditional sales or con- 
tracts of a similar nature made since October 1 should 
be reported as to each payment made within the month 
reported upon and the tax computed upon the basis of 
that purchase of the total tax which is proportionate to 
the portion of the total amount to be paid represented 
by such payments. 


Question IV. If the sale is on credit and payment not 
made until the succeeding month or later, when does 
the tax apply? 

Answer: It applies as of the date of the sale, irre- 
spective of the date of collection of the purchase price. 
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Officers and Directors of Minneapolis 

The recently installed officers and directors of the 
Retail Credit Association of Minneapolis, Minnesota, for 
1941-1942 are: President, C. R. Campbell, Eklund Clo. 
Co.; Vice-President, M. A. Askerman, Paul A. Schmitt 
Music; Secretary, A. C. Stevensen, Retail Credit Asso- 
ciation; and Treasurer, Sal E. Proell, Chas. Saucier & 
Son. Directors: J. L. Allan, Juster Bros., Inc.; M. A. 
Larson, Leader, Inc.; G. J. MacGregor, Buttrey Stores, 
Inc.; Mrs. Mabel Miller, Carnegie Dock & Fuel; R. J. 
Mularkey, J. B. Hudson Co.; H. W. Rugg, Northern 
States Power Co.; N. M. Thompson, Thompson Lbr. 
Co.; D. W. Vinlove, Sears, Roebuck & Co.; C. E. 
Youngquist, Mitby & Sather Co.; and H. R. Gabrielson, 
Marquette National Bank. 


Lincoln, Neb., Election of Officers 

The following officers and directors of the Lincoln 
Retail Credit Association were elected at their annual 
meeting on October 7: President, L. H. Daft, Frederick 
Bros.; Vice-President, W. W. Bauer, City Water & 
Light Department; and Secretary-Treasurer, James P. 
Plith, Associated Service Co. Directors: Mrs. F. L. 
Wells, Cadwallader Fur Mfg. Co.; and G. H. Crane, 
First National Bank. 


Pittsburgh Elects 

At the annual meeting of the Retail Credit Associa- 
tion of Pittsburgh, Pittsburgh, Pa., held October 21, the 
following officers and directors were elected for the ensu- 
ing year: President, Colonel Franklin Blackstone, Frank 
& Seder; First Vice-President, F. R. McCaffrey, Thos. 
McCaffrey Co.; Second Vice-President, C. G. Kaessner, 
Kaufmann’s; Secretary, Walter Rosenbaum, The Credit 
Bureau, Inc., and Treasurer, C. W. Orwig, Common- 
wealth Trust Co. Directors: A. S. Kerby, Hardy & 
Hayes, and John G. Praegner, C. A. Verner Co. 


Positions Wanted 


CrepiT BuREAU MANAGER: Man 29 years of age. 
Married. Good education. Experienced in credit bureau 
sales and service, management, collections, and credit in- 
vestigations. Finest references can be furnished. Address 
Box 112, Crepir Wor.D. 














CREDIT AND COLLECTION MANAGER: Age 26, Busi- 
ness Administration College Degree, two years’ experi- 
ence as credit manager of retail furniture store, eighteen 
months as Assistant Secretary of auto loan company. 
Three and one-half years’ accounting experience. Suc- 
cessful as contact collector and with collection letters. 
Reliable. Available immediately—A-1 references. Ad- 
dress Box 113, Creprr Wor .p. 


CREDIT AND COLLECTION MANAGER: At present em- 
ployed. Prefer Chicago or Middle West connection. 
Seventeen years’ experience open and installment accounts, 
sales promotion. Wholesale, retail and manufacturing 
experience. College and legal education. Married, age 
38. Address Box 114, Crepir Wor -p. 











“Regulation” 


mn (Beginning on page 22) Ti 


41. 


42. 


43. 


If a unit is designed to heat directly the room in 
which it is located and other rooms by piping it 
is to be classified as a furnace. 


GAS-FIRED FLOOR FURNACES AND 
ELECTRIC HEATERS—The classification 
“heating stoves and space heaters designed for house- 
hold use” includes gas-fired floor furnaces even 
though they are permanently built into the floor. 
This classification also includes small portable elec- 
tric heaters. 


MECHANICAL REFRIGERATORS—T h e 
classification “mechanical refrigerators” does not 
include mechanically refrigerated cabinets specifical- 
ly designed for the storage of ice-cream or other 
food products offered for sale. 


CALCULATING MAXIMUM MATURITY, 
DELAYED DELIVERY, Etc.—Questions have 
been received regarding the application of Regula- 
tion W to extensions of instalment sale credit in 
cases in which there is delay in the delivery of the 
article sold, or in which time is required for the 
completion of a job of installation or construction. 


The general principle applicable to these cases is 
that if the delay in the delivery of the article or in 
the completion of the job is bona fide and is not for 
the purpose of evading any of the provisions of 
the Regulation, the date of delivery or completion 
may be used as the base for applying the require- 
ments of the Regulation. Hence the down-payment 
could be obtained in such cases at any time on or 
before such date of delivery or completion. Similar- 
ly, the 18 months maximum maturity in such cases 
could be calculated from such date of delivery or 
completion with, of course, the usual option under 
Section 9(b) of making the 15-day adjustment per- 
mitted by that Section for calculating the maximum 
maturity. For any such case in which any date 
later than the date of the contract between the 
seller and the purchaser is used as the base for 
applying the requirements of the regulation, it 
would be advisable for the registrant’s records to 
indicate clearly the facts justifying such use of a 
later date. 


A related question received by the Board deals with 
progress payments under a contract for the in- 
stallation of a heating system, or under a contract 
for a similar construction job. Payment is to be 
made for the installation or construction as the 
job progresses. Each payment is to be made at the 
completion of specified portion of the job and is to 
be approximately equal to the cost of that portion, 
the final payment being made at the completion of 
the job. If such an arrangement is a bona fide busi- 
ness practice which is followed for the convenience 
of the parties concerned and is not an effort to evade 
any of the provisions of Regulation W, the Regula- 
tion does not require any change in the procedure. 


45. 


47. 


48. 


IRONERS—The classification “ironers designed 
for household use” does not include hand irons, 
whether electrically or otherwise operated. 


PRINCIPAL AMOUNT LOANS $1,000 OR 
LESS—The phrase “principal amount” in Section 
5(b) of Regulation W means the principal amount 
lent to the obligor, excluding any interest, finance 
charges, service charges and insurance costs, whether 
or not deducted in advance. For example, if a 
borrower receives $975 but signs a note on a dis- 
count basis for $1,020, the loan is in a “principal 
amount” of less than $1,000 within the meaning 
of Section 5(b). 


MUSICAL INSTRUMENTS—The lassifica- 
tion “Musical Instruments composed principally of 
metals” does not in general include violins, guitars, 
mandolins, accordions, clarinets, oboes or bassoons. 
Certain models of some of these instruments, how- 
ever, have metal bodies or tubes, in which case they 
are included in the classification. 


RENEWAL OF SINGLE PAYMENT CRED- 
IT—Questions have been received as to whether 
an extension of credit which, upon its face, is re- 
payable in only one scheduled payment is an ex- 
tension of instalment credit if, at its maturity, a 
partial payment is made and the balance is renewed. 


Answers to such questions depend upon whether or 
not there are any agreements or understandings 
between the parties at the time the extension of 
credit is made. For example, if at the time a par- 
ticular extension of credit is made the registrant 
and obligor have an understanding that the obligor 
will be required to make only a partial payment at 
maturity and that, upon making such partial pay- 
ment, the balance will be renewed, the extension of 
credit is an extension of instalment credit notwith- 
standing the fact that the obligation, upon its face, 
provides for repayment in only one scheduled pay- 
ment. 


FIRST LIEN—An inquiry has been received re- 
garding the applicability of Section 6(a) of Regula- 
tion W to an extension of credit made by a builder 
covering the cost of building a home and secured 
by a first lien on the real estate upon which the 
home is to be constructed. 


The general principle applicable to these cases is 
that the mortgage and the contract or contracts for 
the extension of credit and the construction may 
be regarded as parts of a single transaction and 
that the facts existing on the date of completion 
may be used in determining the application of the 
regulation. Consequently, the board is of the 
opinion that the extension of credit may be regarded 
as secured by a first lien on improved real estate 
within the meaning of Section 6(a). The general 
principle is similar to that discussed in the second 
paragraph of Interpretation 43. 


(Interpretations 49 through 55 will be found in the 


supplement, between pages 16-17, of this issue of The 
Crepir Wor p.) 
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Now 100% National 


lieving that “In Unity There Is Strength’ —strength 

in administering retail credit—the Board of Direc- 

tors of the Wichita Retail Credit Association, at 
a meeting held October 7, authorized a plan whereby all 
members of that Association would automatically become 
members of the National. 

President G. Wayne Pendergast, in commenting on 
the action of the Board, said: ‘““This was done with the 
thought in mind of keeping in step with changing con- 
ditions, whereby members of the Local Association join 
with the other thousands of National members in co- 
operating through the National Association to improve 
credit and collection conditions locally and nationally.” 

In the picture above are 


Credit Association. Ray Overley, Gas Service Co., 
another Director, is not shown. 

The Wichita Retail Credit Association will be hosts 
to the Seventh District Conference to be held February 
15, 16 and 17, 1942. Committees have been appointed 
and plans are under way for a diversified program that 
will be an investment for every credit executive who 
attends. This forthcoming Conference will be a history- 
making one if the enthusiasm of the various committee 
members is any indication. The retail credit executives 
of Wichita are a loyal and hard-working group and 
through their united efforts we feel sure that the Associa- 
tion will continue its march of progress. 





shown the officers and directors 
of the Association. Seated left 
to right: Lloyd B. Ferrell, 
Southwest National Bank, 
Second Vice-President; G. 
Wayne Pendergast, C. P. 
Mueller Floral Co., President ; 
M. E. Clark, Geo. Innes Co., 
First Vice-President ; and Royce 
Sehnert, Wichita Eagle, Secre- 
tary-Treasurer. Standing left 
to right: G. E. Mohrbacher, 
Manager of the Collection De- 
partment, Wichita Retail 
Credit Association; J. C. 
Callaway, Woolf Brothers; L. 
P. Crawford, Wheeler, Kelly, 
Hagny Co.; Dr. G. E. Tilton; 





@ SHOWN IN THE PICTURE above are the newly elected officers and directors of the 


F. Toney Eisenbach, Dockum 


Drug Co.; and C. E. Wag- 


goner, Manager, Reporting 
Department, Wichita Retail 


Wichita Retail Credit Women’s Breakfast Club, affiliated with the Wichita Retail Credit 
Association. Seated, left to right, are: Carlene Goodrich, Recording Secretary; Margaret 
Parrott, President; Bernice Lightner, Second Vice-President; Leola Nix, Treasurer. Stand- 
ing, left to right: Regina Lewis, Financial Secretary; Vada Bulmer, Norma Hickman, 


Julia Stone and Dorothy Booth, members of the Board of Directors. Connie Lou Knierum, 
First Vice-President, is not pictured. 
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The Barometer 


Industrial production in September continued at recent high levels but the absence of seasonal 
gains in some lines caused a slight decline in the Barometer after an almost continuous rise for 
about a year and a half. 
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This barometer appears in the November issue of “Nation’s Business,’ published by the United States Chamber of Commerce. 


The Map 


Industrial activity and volume of trade continue to show 
steady gains in every section of the country. Even in the un- 
shaded areas of the Map, business is substantially ahead of 
last year at this time. For the entire country the volume of 
business transactions is between 30 and 35 per cent higher. 

The most striking gains in recent weeks have been in the 
South and Southwest, although the industrial areas of the East 
and Middle West are also maintaining the major part of the 
increase which they have made throughout this year. 

Government spending for military supplies is still the major 
direct factor in stimulating the increased output of goods. 
Larger pay rolls in the defense industries are followed by much 
greater volume of sales in retail stores. This trend is likely to 
continue for some time, but the percentage of gains over last 
year may be somewhat smaller than they have been in recent 
months. 

In the South and Southwest, retail trade has advanced even 
more than has industrial production. The consumption of cotton 
has been close to the highest on record, and prices have been 





much higher than they were earlier this year. The textile mills 
and other industries are operating at unusually high rates, 

Rising prices and increased marketing of farm products have 
boosted farm income throughout the agricultural regions of the 
Middle West. The gains are not quite so great as those in 
other parts of the country, but conditions have improved and 
are the best in many years. 

Trade and industry along the Pacific Coast have increased at 
about the same rate as in the East. In some lines, as in the 
aviation industry, the expansion has been unusually rapid, and 
pay rolls are mounting each month. Shipbuilding has also been 
steadily increasing. Added consumer purchasing power has 
pushed retail sales far above the high level of a year ago. 

Expansion of industry in Canada has carried business ac- 
tivity close to 40 per cent higher. Conditions in the agricultural 
regions have improved almost as much as in the industrial 
ones. Some crops will be smaller this year, but prices are 
higher and farm income will probably exceed that of last year. 
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0 Frank Batty 


Mr. Batty, for many years an exponent of sound credit, is one of the fore- 
most credit executives of the country. He is General Credit Manager of 
wy) Hale Bros. Stores, San Francisco, and is a Past-President of the N. R.C. A. 


IJ° YOU HAVE CAREFULLY READ the lucid and illuminating article in Fortune 


ms 











for August, 1941, by Marriner S. Eccles, Chairman of the Board, Federal Reserve 

System, entitled ‘‘Price Fixing Not Enough,’’ and have also marked, learned, and 
inwardly digested the foreword to Consumer Credit Regulation W from the same source, 
you will doubtless have made two primary deductions: 


First, that regulatory control is necessary to curb the demand for consumers’ durable 
rN — the production of which requires materials, skill, and equipment needed for national 

efense. 

Second, but no less vital, particularly to credit executives, is that the extension of 
credit in excessive volume tends to generate inflationary developments of increasing conse- 
quence. Such is the twofold purpose of the Regulation. 

Rip-Van-Winkle-like, we have been rudely awakened from our 20-year sleep and find 
ourselves in a changed economic world with credit under government control. The reaction 
is both dramatic and sensational to a degree. The student of credit philosophy and eco- 
nomies hails the advent complacently, welcomes it with open arms, and immediately sets 
about to adapt himself and his credit policies to an ever-changing environment; the sane 
and commendable attitude in a chaotic age. 

Others woefully reiterate the slogan, ‘‘If ever the government gets off of our necks we 
will get on our feet.’’ These ‘‘mechaniecs skilled in the use of the chisel’’ spend their 
waking hours in devising ways (and their names are legion) to frustrate and thwart the 
letter and spirit of the Regulation by specious and misleading advertising. Fortunately, 
but unfortunately for the perpetrators, the Act contains ‘‘teeth’’ and severe penalties 
for willful violation, and the adequate policing in administering the provisions of the 

Act will insure its success. There may still be a question in the minds of some people 

as to whether the exercise of this particular control (Regulation W) will be of any major 
importance in its present form in the over-all picture. Chief Justice Holmes once said: 
‘‘The life of the law has not been logic, it has been experience.’’ There is no question as 
to the logic of the Regulation. It is masterly in its conception and application, and the 
consensus of opinion, based on brief experience thus far, encourages and sustains the belief 
that the Act is the entering wedge for permanent reform and ultimate solution of the 
credit problem which has vexed the minds of economists for the past quarter of a century. 

It is hardly necessary to state that according to the Federal Reserve Builetin, the 
total volume of installment debt outstanding is approaching the 6-billion-dollar mark, 
or to remind ourselves of the flagrant abuses of sound credit principles, the violation 
of ethical codes, and the disintegrating and disastrous effect of credit uncontrolled. 
The rapidity with which we forget is astounding. Community Credit Policies and 
‘‘thoughts that great hearts once broke for’’ have been thrown into the discard and sac- 
rificed on the altar of ‘‘volume for volume’s sake,’’ simply to beat last year’s record 
of sales. 

To many of us a new day has dawned. A shaft of light now penetrates the long 
obscured horizon, and hope is revived that by the new Act a great opportunity is pre- 
sented ; an opportunity to place credit in its rightful place in the economic scheme of 
things, and on a safe and sound basis. The day of ‘‘36 months and up to pay,’’ ‘‘No 
down payment,’’ and ‘‘Terms within reason,’’ are, we trust, gone forever. 

It is incumbent upon us now to give the fullest consideration to how we can best co- 
operate with the Administration in its efforts to make the Act effective; to voluntarily 
reduce terms to an even greater degree than stipulated in the Act; and to become en- 
thusiastiec participants in an ‘‘all out’’ credit economy for America. 
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Reuiued 
By Popular Demand 


WE TRIED TO DISCONTINUE from the old Standard Series the Insert and 
two Stickers illustrated below, but we couldn't, because previous users write us 
continuously praisin?, their effectiveness. So, we have revived and stocked them 


apain to fill the numerous requests. Their success will be your success after you 


have used them. Try them once and you will use them always. 


Order a supply right away. Price $2.00 a thousand. 


To —_ 

Your Credit Record ge 
' So ij 

Is An Open Book | justto | 


| Remind You-- | | 





eg 














that this account (0) 
has probably been 


we'll appreciate 
your remittance. 


Thank You! 














And You Are The Author! 


By the Way You Pay, You Write 
Your Own Record on a Little Card 
In the Files of the Credit Bureau. 
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OUR credit record is of your 

own making. The Credit Bureau 
only keeps the record! Shown in the 
inset above is an actual credit record 
(with the customer’s name and 
address omitted). It shows how that 
customer has paid his accounts—as 


truly as if he had written the record 
in his own book! 


Millions of records like this, in the 
files of the credit bureaus of the 
United States and Canada, form the 
basis of credit reports—used by 
creditors and employers to judge the 
trustworthiness of individuals. 


Prompt Payments Make a Good Credit 
Record — And Keep It “O. K.” 


MEMBER 


EXECUTIVE 
OFFICES 





Onder from your Credit Bureau or : 
ATIONAL RETAIL CREDIT ASSOCIATION 


1218 OLIVE STREET 


National Retail Credit 
Association 


© 1937, NATIONAL RETAIL CREDIT ASSOCIATION 


SAINT 
LOUIS 


PRINTED IN U. 8. A. 





NOW that we've 
reminded you, 
won't you send 
us a check— 


please? 


Thank You! 











Please/ Ty 
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ST. LOUIS, MISSOURI 








THESE STREAMLINED STICKERS GET RESULTS - 








Yes! We've noticed it, 
and hope you will use 
it this month. 








Shown actual size. Twelve in the series. Four modern art styles on different 
colored paper. Price $2.00 per thousand. Assorted, in multiples of 100 of 
‘each sticker, $2.50 per thousand. Order by number from your Credit Bureau or 
National Retail Credit Association, 1218 Olive St., St. Louis, Mo. Sample folder 
showing all stickers, free on request. 








